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DIRECTOR’S PREFACE 

Of the inaiiv pronouncoil chaiipcs with which Imsi 
iicss ineu found themselves con fronted when th** post 
war boom collapsed in 1020, few caused more uneasi¬ 
ness or aroused more* discussion than the jiractiees which 
came to l)e called ‘‘ hand-to-mouth buying.'’ The con 
<‘ern which was felt at that time—when the phenomena 
were ascribc^d to the business depression—increased dur¬ 
ing the following years as it liecaine apparent that hand- 
to-mouth buying continued even with greatly increased 
activity of business. It came indeed to he held responsi¬ 
ble in many ejuarters for so-called “ profitless pros¬ 
perity/’ 

This study takes the business man's phrase “ hand-to- 
mouth buying” and interprets it in terms of both the 
business and the economic issues involved. On the basis 
of a great mass of business statistics, it undertakes a 
measurement of the changes which have lxH.m going 
on and of their actual aiguificance in the organization 
of production and distribution of goods. Examination 
is made of the relation of all of these phenomena to the 
problem of business stabilization; and the forces which 
are likely to determine the futim^ of hand-to-mouth 
buying are set forth. 

'I'he study repn»s<mts [lerhaps the most extensive ap¬ 
plication of tra<le statistics to a practical problem that 
has yet Ikhmi made. Throtigh first-hand contacts with 
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Imsinoss, the author lias supplemented the larj^e volume 
i>f data which the l)ej)artmeut 4)f (’oiumerce and the 
Federal Keservt' lhainl liavt* Iwfu eoll^rtiufi^ over a dec¬ 
ade with statistics obtained fnau trade associations and 
iudivitlual concerns. 'I'lie n‘snlf is a volume which 
should Ik* valuabh* imt only to business un*u wlio havt* 
found hand-to-iiiouth buying a matt(‘r f(U* (*onsideratiom 
but to all tln>s4* who are concenuMl with problems of 
trade, business stabilization* and t*<*oiu>mi4*s p*nerally. 

The luemU'rs of tin* staff appointed to aid tin* author 
in the preparation of this lMM»k were Charles O. Hardy 
afid rieoua I.ewis. 

How I N Cl. XOURSE, 
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ISepteniber, 1929. 
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HAND TO MOUTH BUYING 




PART I 
THE SETTING 




CHAPTER I 


THE PHRASE AND ITS BUSINESS 
BACKGROUND 

The American genius for coining or adopting pic¬ 
turesque phrases is nowhere better exemplified than in 
the parlance of business. The same rhetorical adroitness 
that characterized taxation without representation 
and created such slogans as protection of infant indus¬ 
tries,’’ the American system,” the full dinner pail,” 
and make the world safe for democracy ” has given 
us, in business, trust-busting,” unfair competition,” 
‘‘ business as usual,” mass production ” and “ simplifi¬ 
cation.” Sometimes such phrases are slogans for the 
creation of a business attitude, as was the case, in 1917. 
with business as usual.” Sometimes they are used to 
characterize a situation in business or a condition of 
(Hjonomic affairs, and of this sort American economic 
hi.story furnishes many examples. 

The period following the war brought a variety of 
situations which found their desc^riptivc tags. Around 
such concepts and phrases as ‘‘ buyers’ market,” “ excess 
capacity,” ‘‘ plethora of funds,” “ Fordizing,” back to 
normalcy,” ‘^disparity of prices,” ‘‘a depressed agri¬ 
culture,” orderly marketing,” and profitless prosper¬ 
ity ” we have organized much of our post-war thought, 
or at least much of our discussion. 
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HAND-TO-MOUTH BUYING 


Beginning about 1920 the recorders of current busi¬ 
ness history became widely articulate on a subject called 
“ hand-to-mouth buying.’’ * In the years that have fol¬ 
lowed, written and oral discussion of this topic has been 
general and profuse. Magazines of business have given 
extended space to the theme; numerous trade journals 
have discussed it; the economic surveys have commented 
upon it; it has been repeatedly mentioned in the reviews 
of Federal Reserve Districts; * even the most widely 
read American weekly has honored it. 

Trade associations have circularized their members 
concerning hand-to-mouth buying. Many business con¬ 
vention programs have diseiis8e<l t\w question. Confer¬ 
ences to consider tin* subj<H*t have brought together 
manufacturers, railroad iiumi, wholesalers, publishers, 
bankers, and univer.sity prof(‘ssors.* Much of the dis- 

*Thi8 was by no means the first time the term was used; see 
for example Chapter XXII. 

*8ee for example those of the 4th District for October 1. 1928. 

*Onc such conference was that held in Chicago in February, 
1927, tmder the auspices of the Metropolitan Life Insurance 
Company and pmrticipated in by such men as M. J. Gormley of 
the American Railway Association; Walter C. Carroll, Vic^ 
President of the Inland Steel Company; Wheeler l^mmons, Presi¬ 
dent of A. W'. Shaw Company; and Roy L. Davidson, President 
the National Wholesale Grocers’ Association. The papers giv^ 
were published by the Metropolitan Life Insurance Company in 
a little volume called Hand-^to^MotUh Buying. 

A eympoeium on the subject was published by the Farmers’ 
Loan ana Trust Company of New York. It includes statements 
by President DuPont of the DuPont Company; Louis F. Swift 
of Swift and Company; J. Edson White, President of Armour and 
Compaq; Alexander L^ee, President of the International Har¬ 
vester Commuiy; H. 8. Kown, President of the Central Leather 
Company: Fainax Harriscm, President of the Southern Railway 
System; C. H. Maikham, Chairman of the Board of the Illinois 
Central: P. W. Litchfield, The Goodyear Tire and Rubber Com¬ 
pany; Jackson Johnson, at that time Chairman of the Board of 
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cussioa, as might be expected, has been entirely superfi¬ 
cial; some of it has been thoughtful and thought- 
provoking; and a considerable part of it has been of a 
character well calculated to make the business man be¬ 
lieve that he confronted a problem which needed analysis 
and consideration. 

The problem of hand-to-mouth buying is in certain 
senses a war baby. It was neither a planned for nor an 
anticipated offspring. Rather it was a foundling which 
American business found upon its door-step, when the 
confusion of war and immediate post-war activity had 
passed. 

The business antecedents of post-war hand-to-mouth 
buying are the events which began with the outbreak of 
the war in Europe in 1914. At that time the United 
States was in a period of minor depression which had 
been becoming increasingly serious since the latter half 
of 1913. The first shock of war was paralyzing to Ameri¬ 
can business. In July, 1914, the New York Stock Ex¬ 
change was closed, to remain closed until December. 
Pig iron production declined from 2,348,000 tons in 
March to 1,510,000 tons in December. Unfilled orders 


The International Shoe Company; and Edward Priaer, Chairmsin 
of the Board of the Vacuum Oil Company, among those of nearly 
00 comparable ** captains of industry/’ not to mention Professors 
Taussig Ogbum, and Kemmerer. 

Mr. Wheeler Ammons reported in Syntem for April, 1027, that 
for ** over seven months hand*4o*mouth buying has been among 
the subjects pointed to as of greatest current interest by the 
members of the Council on The Trend of Business.” 

Nor has the subject lacked discussion in academic circles. It 
was made the central topic for the marketing section of the 
American Economic Association in 1927 and was given con¬ 
siderable prominence in the Anitola of the American Academy for 
September, 1028. 
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of the United States Steel Corporation went down nearly 
25 per cent; building permits for the last quarter of the 
year were barely more than half those for the second 
quarter. The index of production in basic industry de¬ 
clined abruptly. The end of the year found the country 
in a state of serious depression. 

But in 1915, as orders for war supplies poured into 
the country, conditions began to improve rapidly. Dur¬ 
ing the year prices advanced, production grew, and ex¬ 
ports expanded. The year, indeed, marked the beginning 
of an expansion which, with increased production, ex¬ 
panding trade, active <*mployment, and ginieral pros¬ 
perity, grew into the vast and powerful industrial ma¬ 
chine organized for the United States’ participation in 
the war. With our entrance into the war in 1917, gov¬ 
ernment price control was introduced into a number of 
industries. Compulsory military service and enlistment 
tlrew their millions into the army, but the industrial 
mechanism continued to function with trenumdous 
energy. 

With the close of the war there came a momentarv 
recession and confusion. Foreign trade hesitated, stoc'k 
prices slumped, business felt that the era of war boom 
was over. But this recession quickly gave way in 1919 
to what was probably the most excited business activity 
the United States has ever experienced. Building, which 
had been neglected during the war went into a revival 
which made an enormous demand for materials and 
labor. New securities came out in unprecedented 
volume, the funds being used for building, for the ex 
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paiision of our industrial equipment, for state and 
municipal developments, and for railroad improvements/ 
This expansion of equipment, a climax to the expansion 
of the war period, was accompanied by a rise in com¬ 
modity prices, the index of whicli rose from 193 in 
February, 1919, to 247 in May, 1920. Sky-rocketing 
of prices induced a mad scramble for commodities. 
Speculation in goods was rampant, inventories piling 
high in physical form and even higher in dollars-and- 
(•(‘iits value. To many jx'ople no price seemed too high, 
as the price was always higher when another purchase 
was made. ConsiiuKu-s and merchants complaining of 
high prices were toKl n |H‘atedly : ' I'hey will be higher 
when you huy again.’’ The demonstrated truth of this 
statement led eventually to a degree of acceptance on 
the part of consumers and added to the willingness of 
retailers, wholesalers, and manufacturers to expand 
operations and inventories in j)rospect of Wtter prices. 
The old price landmarks were inundated in the flood of 
rising prices. For manufacturer, for merchant, and con¬ 
sumer all sense of price perspective was lost. The gen¬ 
eral spirit of the time was to ride with the flood rather 
than to attempt to stem it. 

The peak of this [Kxst-war boom came in the spring 
of 1920. Commodity prices reached their top in May. 
A rapid decline followed. Two facts, important for our 
purposes, began to impress themselves upon the general 
mind. The first was the large inventories of finished 
goods, partly finished goods, and raw materials. The 

* Review of Bcanomic SiaiulicHf 1921, p. 98. 
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second was our enormous physical capacity to produce 
gCMxls. This enormous physical capacity has repeatedly, 
since that period, been called overcapacity. There ap¬ 
pear to be but few major industries eoneerniug which 
overcapacity has not lK*en alleged. 

Orders which had iK'en avidly placed in the preceding 
period were, in 1920, slashed mercilessly with cancella¬ 
tions. Inventories, which had made men rich in the 
preceding period, bankrupted them now. Forced sales, 
cut prices, liquidations, were rife. A new phrase, buy¬ 
ers’ strike,” was heard on every hand. (Condition of 
purchase and sale were soon characterized by the term 

a buyers’ market,” not iK'cause l)ny(‘rs w«)uld buy but 
because buyers could buy more or less as they would. 
Ami as they would ” was said to include placing no 
orders ahead, buying in small lots, buying only for im¬ 
mediate requirements—that is, huyiny from hand to 
mouth. 

While the changes thus briefly described are the busi¬ 
ness facts out of which hand-to-mouth buying is said 
to have come, these changes are by no means the only 
causes belonging in a list of origins of modern buying 
attitudes. To some extent these attitudes come from 
causes much more remote than the expansion and col¬ 
lapse of war and post-war business. While a somewhat 
more extended consideration of these causes is under¬ 
taken at a later point,* it is worth while to remark here 
that many agencies and influences played a part. Edu¬ 
cational forces have long been at work, tending to induce 
purchasers to strive for lower inventories, more rapid 


• Chapter XXIL 
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turnover, and jrreater efficiency in purchasing methods. 
Improvements in transportation and communication 
lend themselv(‘s to th(‘ buying attitudes now common, 
l^rice decline is vital. 

Hut when considering the busin(*ss changes and the 
even more remote caus(»s which have brought hand-to- 
mouth buying, we are likely to overlook the most signifi¬ 
cant implications of the matter. Business problems have, 
usually, a setting, a significance that runs deeper than 
the symptoms most easily oWrved and most commonly 
(jiscussed. The problem of hand-to-mouth buying is no 
(‘xception to this rule. While distinctly a problem of 
business, it is as definitely a problem that has its sources 
in and its effect upon our methods of (H'onoinic pnaluc- 
fion, and our sc*heme of organizing industry. While it 
may raise difficult issuers for any particular business, it 
is at bottom concerned with business as a method of 
organizing industrial activity. To discuss it without a 
consideration of its relation to these matters would be 
to omit those phases of the problem which are of most 
concern and of most intcTcst. 

We may fiirn, fhcrcforc. for a iK^pinuiiift, to the eco¬ 
nomic setting of haiul-to-niouth Imyiiip. 



CHAPTER II 


THE ECONOMIC SETTING OF THIS BUSINESS 
PROBLEM 

Iland-to-mouth buying is a business phrase for a 
business problem. But the jdienomona involved have 
their origin in a certain institutional s(‘tting. and the 
problems they raise liave economic. l)earings of great 
significance. These arise from the peculiar iin])ortance 
of buying and selling in the organization of modern 
economic life. 

I. SPECIALIZED UNITS AND THE FLOW 
OF TRADE 

It is unnecessary to do more than remind the reader 
that specialization is one of the most important methods 
of mass production. It not only exists in factories, but 
is used in banks, stores, offices, and every other unit of 
our productive mechanism where output is large and 
management efficient. Its use always requires that one 
specialist after another be moved to “ the work,’^ or, 
as is far more common, that the work ' ^ he moved from 
one specialist to another. It is the latter method which 
has brought the high development of work routing and 
scheduling in manufacturing plants. 

But specialization of economic units is more impor¬ 
tant for our purposes. This is the specialization which 

12 
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gives ns not a series of operations within a plant, or 
store, or office, but a series of plants, stores, and offices. 
This is the specialization which has substituted for the 
farmer selling his product to the village consumer, a 
farmer, a produce exchange, a wholesaler, and a retailer. 
This is the specialization which gives us brokers and 
merchants, commission men and sales agents, advertising 
agencies and transporting companies. It gives us all the 
specialists of trade. 

But this specialization gives us also many specialists 
who are not in trade in the ordinary sense. It gives us 
the specialization of mining companies, farmers, and 
manufacturers as well. A farmer raises cattle. From 
these one manufacturer—the packer—produces hides, 
a second leather, a third shoes. These are shipped to a 
wholesaler or a retailer and come eventually, fully pro¬ 
duced, to the consumer. In bringing them there, contri¬ 
butions have also Iweii made by the railroad, the trucking 
(‘ompany, the telegraph and telephone concerns, the bank» 
the insurance company, and many other businesses the 
specialized work of which though less obvious is none 
the less real. 

Production hy specialized units results in what may he 
termed the flow of trade. Such production, by specialized 
units, makes necessary a continuous process of physical 
adjustments, the adjustment of the work done by one 
unit to that done by others. The iron-mining corapany^s 
output must be related to the transporter’s capacity, and 
this to the steel manufacturer’s needs, this to what the 
maker of agricultural implements will handle, and this 
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to the farmer’s requirements. The farmer’s production 
of wheat may be carried toward further production by 
cooperatively or privately owned ehn^ators; and the phys¬ 
ical activities of these must be related to central market 
buyers, to millers, to exporters, to bakers, aind to retailers. 

It is in this constant physical adjustment of the work 
of the speidalized units that there is effected for industry 
as a whole a tlow of partly finished ^oods in the* ])nK*ess 
of production, comparable to that existing in any single 
factory. The specializcnl economic units of the nation— 
indeed of many nations—are but one great ])lant, with 
the work of c‘ach gearcMl with the work of otlnu's as care¬ 
fully as its managers are able to effect that relationship. 

II. CONTRACTUAL ORGANIZATION OF SPECIAL¬ 
IZED UNITS—THE FLOW OF ORDERS 

The task of relating and organizing the array of spe¬ 
cialized units which make up our productive mechanism 
might well challenge the ambition and defeat the ability 
of the greatest production engineer, planning com¬ 
mission, or l)oard of industrial strategy. But it is well 
enough known that there is no production engineer, or 
planning agency, in charge of activities of American 
industry as a whole. The process of directing our pro¬ 
ductive machine is quite different from that which we 
find within a manufacturing plant. Tn the latter the 
work of one man is related to the work of another by the 
scheming of a manager, or a superintendent, or a plan¬ 
ning department, the officers of which comprehend the 
whole arrangement of work. But the organization into 
a system of our specialized units (some of which are 
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themselves gigantic integrations of many units) is left 
to the judgment and skill of the individuals in charge of 
each of them. These men—business men—are the organ¬ 
izers, not only of their own businesses but, in effecting 
relationships with one another, of the system as a whole. 
There is no general organization of industry excepting 
as business men agree upon relationships.' 

The specialized business units are organized into a 
sj/stem by means of buying and sellitig. The character¬ 
istic method of establishing a relationship l>etween two 
businesses is by an agreement or contract to buy and 
sell. Th(* method is made possible through a great vari¬ 
ety of mark(‘ts. Some are highly organized and institu¬ 
tionalized, some are altogether informal: some work 
crudely, some smoothly. In some the ]>arties meet on 
even terms, in some one party may have an advantage,* 
but all have a single use—to effect the adjustments be¬ 
tween one specialized producer and another, or the last 
of a series of producers and a consumer.* 

If the term “order is used to designate all types of 
contractual arrangements, wc may say that the flow of 

*To speak thus of business organisinR industry is something 
of an exaggeration. Important industrial activities such as road 
building, education, carrying on wars, distributing mail, and deter¬ 
mining justice arc organized chiefly in more socialistic ways. So, 
too. it would be an exaggeration to say that our economic units 
are all business units, for our more socialized activities are carried 
on bv governmental rather than business units. 

•What are even terms and when advantage is taken are, of 
course, matters of judgment, sometimes determinable by legal 
process. 

* Through it all runs a constant series of computations of prices 
and profits, prices at which materials, equipment, and labor, and 
goods at all stages of production may be bought and sold. The 
pervasiveness of these price calculations has caused our system 
of adjustments to be frequently characterized as a price 8:^em. 
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goods among our specialized business units is organized 
by a flow of orders. With few exceptions the physical 
transfer of goods is at every step attended by, indeed 
predicated upon, an order or contract explicit or implied. 
The actual physical movement of goods is in terms of 
these agreements. 

Production may he on orderor in adxmnce of 
orders. While goods do not ordinarily move from one 
producer to another excepting on orders/ they may be 
made ready to move long before orders exist. The busi¬ 
ness man is guided in production in two ways: (1) 
orders in advance; and (*2) observation of the market.’’ 
The latter may be little more than a hope of the future, 
or a comparatively casual ob.servation of price move¬ 
ments, or it may Ih> the most careful and intensive mar¬ 
ket analysis and measurement of sales potentialities. 

Agriculture furnishes a most .'Striking case of a gigan¬ 
tic industry with coniparativ(*ly small amount of order 
placing in advance. The great bulk of the nation’s crop 
of corn, wheat, livest4K*k, and cotton an^ j)roduced at the 
risk of the farmer without the hedge of advance? ordeu*'^, 
with, indeed, comparatively no commitments on the part 
of anyone to buy at a satisfactory price, or even to buy 
at all.* Even in agriculture, however, tlio advance order 

* Consignments are an exception, for example. 

‘This is far from saying that the farmer has no assurance in a 
realistic sense. Producing, as he does for the most part, the 
elementary necessities of life, he has an assurance of demand which 
is equalled in few, if any, industries. This a.ssurance of demand, 
m general, always apparent and always expressing itself through 
organized markets, is one of the strong and at the same time weak 
elements in the farmer’s position. It is one of the factors which 
causes many persons to undertake farming who would not other- 
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is by no means unknown. Wool is bought on the 
sheep’s back ” months before the sheep has grown it. 
At times calves are contracted for before they are born. 
Crops of vegetables for canners are frequently produced 
“ under contract.” Wheat and cotton are often bought 
iK'fore harvest.* 

From the sfatulpolnJ of a (jiveti producer, there are 
obvious advantages in having mtn initments precede pro¬ 
duction, As one can see dearly enough, any specialized 
producer “ with orders on the lK>oks ” can proceed with 
comparative assurance. Tn line with tlie orders received, 
he may plan his own production program. He may, as 
the phrase goes, budget his activities.” He may lav out 
a lal>or policy and employ workers to the degree that his 
orders justify. His purchases of materials and equip¬ 
ment may be pre-planned as to quantities, qualities, and 
time. If the orders have lieen taken at sufficiently high 
prices, he may do these things witli a partial, and at 
times a considerable, insurance against loss. The insur¬ 
ance would be complete if commitments (including labor 
agreements') were absolute, but cancellations or resigna¬ 
tions become frequent when biiyers or sellers find them- 


wise iindertAke it. For the staple crops there are always buyers 
at the market price.*’ It is mud) less apparent that there is 
always a market for all non-agricultunil types of goods which 
may be produced. Accordingly the difficulty of selling offers a 
greater deterrent to entrance into some lines. 

• At times, also, a profit is attempted through a stoppage rather 
than an encouragement of the flow of goods. Men buy goods 
and hold ^em for no purpose but an expected advance in price. 
Such activities may he in form of merely speculation in inventories 
used in one’s regular business, or they may he the purchasins 
and holding of goods by a person who has no other contact with 
the movements of trade. 
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selves confrontiHl with losses, or even with possibilities 
of buying or selling on materially Ix^tter terms. 

But there are also eertain (lisaulvantag(‘s of eommit- 
ment in advance. Most important of these is the elimina¬ 
tion of the chance of profit by price* aelvanee. The man 
who agrees to deliver goods three* nu)nths hence at a 
stated price, although hedged against many risks, does 
at the same time bar himself against gain from rising 
prices.^ 

Indeed the desirability of a steady flow of advance 
orders has often l)een ])r(*sent(*d as a basis bn* busin(*s> 
stabilization. Such an i<leal How of ord(*rs is thought of 
as one which woiibl makt* possibb* a sort of ideally sta¬ 
bilized proilnetion; an ideally stabilize*! How of goods." 
An ideal progi*am for tin* How of orders might be con¬ 
ceived as one in which consumers gave orders in advance* 
for all goods of all kinds which they would (*onsume in a 
given period. On the basis of such a conc(*pt, it is easy 
for an active imagination to con.struct a scheme of social 
budgeting, or jwe-planning for all the activities of spe¬ 
cialized pnKluction. Consumers’ orders might Ix' col¬ 
lected by retailers, who would transmit them as their 
own orders to wholesalers or manufacturers. Wlien (*ach 
manufacturer had received his quota of the orders, ho 

’In the ordinary course of trade, however, advance orders arc 
regarded as a benison, not a danger. This assumes necessarily 
that the orders arc taken at a price offered by the seller, or at 
least one to which he has agreed. One might assume, therefore, 
that contract prices would include a calculation by both parties 
of the possibilities of price advance before time of delivery. 

• Utopians as w-ell as business men have pointed out the merits 
of such social organization. The concept of business stabilization 
and the concept of complete pre-planning by social agencies are. 
in certain re^^pects, interestingly near alike. 
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would proceed to secure funds, labor, and materials and 
to organize his production program. Thus one may imag¬ 
ine society performing its economic activity under a 
grand plan—a gigantic system of budgetary control, 
which if perfected would eliminate unemployment, ex¬ 
cess capacity, and periods of business depression.* 
Magnificent as such a notion appears when one’s engi¬ 
neering attitudes are uppermost, such a pre-planned 
system of social production, such complete stabilization, 
based on complete orders, would l)e extremely difficult 
under any conditions yet proposed. It is apparently 
impossibh* under a system of free consumer choice and 
freedom of individual decision in business. In the first 
place, consumers do not choose ” to order in advance. 
The desires of tomorrow may not he desires of today, 
and the consumer knows that fact. Moreover, most goods 
are bought for a period of use, and even for an indi¬ 
vidual, the point at which an article is consumed and 
the rapidity with which that point is reached varies 
from time to time.** For many types of goods also, 
the consumer will desire to see samples if not the 

•Through the philosophy of consumer cooperative organization 
there has nm a strain of the ideal industry organized from such 
a point of view. In England .and Scotland integration has been 
carried back from the retail store to wholesaling, manufacturing, 
and importing. So prominent an observer as John Stuart Mill 
hopefully viewed the possible “ social justice ” and “ beneficial 
ordering of industrial affairs “ which he believed mij|:ht grow from 
consumer organization. (See his Principles of Political Economy, 
Book IV, Section 6.) Other discussions of the possibilities and 
the limitations of economic organization based on consumer coop¬ 
eration may be found in Fay, C. R., Cooperation at Home and 
Abroad; Woolf, Leonard S.. Co-operation and the Future of Indus¬ 
try; and Webb, Sidney and Beatrice. The Consumers Codperative 
Movement, 

/•Unless one assumed some scheme of fixed prices, the price 
difficulties outlined above would probably be insuperable. 
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actual unit to be delivered/* The preparation of a 
sample of a complicated article implies at least that the 
productive machinery for making that article in quan¬ 
tity has already Ix'en designed and constructed. The 
business man at present is under great pressure 
while producing a line of samples, therefore, to meet 
what be believes will Ix' the desires of purchasers. Where 
the machine technique exists he must not only establish 
a plant and equip it with the machinery and fixtures 
necessary for production, but he may also have found it 
necessary to have planned for the machines which made 
his machines, the machines which made those, and so on 
through long series of actions. 

Seasonal production and the vagaries of nature make 
impossible perfect pre-planning of industry or perfect 
fulfillment of much pre-planning that exists or might 
be attempted. No system yet devised will eliminate 
nature from the problem of controlling the flow of goods. 
Contemplating the difficulties of a planned and stabil¬ 
ized production based on stated consumers’ wants, on(‘ 
must conclude that the satisfactory invention of such a 
riskless and non-speculative economic order is farther 
in the future than the devising of mechanisms to place 
risks where they can beat be borne. 

Social arrangements which formally limit consumers’ 
choice and which formally limit business men from prof- 

“ It was on a basis of widely distributed wimples that even the 
Ford McKiel A became extensively ordered in advance. Yet con¬ 
fidence in Mr. Ford as a super-capable and reliable manufacturer 
is little short of a religion and the forthcoming Model A received 
an unequalled amount of free publicity. Its prospective appearance 
was surpa.ssed in general interest by few national events. 
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iting by the miscalculations of others or by their own 
superior shrewdness to the extent necessary for budgeted 
social production is simply not our system of free con¬ 
sumer choice and individual decision in business. It is 
entirely conceivable that such arrangements might ho 
(constructed and that certain gains would accrue. That 
the consumer’s freedom and opportunity for varied con¬ 
sumption would ho decn'ased is probable.” That the 
losses from bad guesses as to what consumers will want 
or can be made to want, from production at too high 
a cost, could be lessened seems more likely. 

The most dramatic conflict in American economic 
ideas is the struggle between our '' engineering and 
our private enterprise'' attitudes. This is not a con¬ 
flict between classes; it is a clash of ideas—of ideas 
found in nearly every one of us. In the American busi¬ 
ness man, imh'od in most Americans, tliere is no notion 
more deeply imbedded than that of orderliness of 
procedure, of dependability, of efficiency, of organiza¬ 
tion. Few id(‘as appeal more to us than an all-embracing 
scheme of engineered production; a ‘‘ planned economy.” 
Almost all Americans have an “ engineering complex.” 
On the other hand, private property, freedom to experi¬ 
ment and invent, the right to strive for improvement, 

“The writer believes he is under no serious hallucinations as 
to the present freedom of the consumer. Salesmanship and adver¬ 
tising, and window display and what the neighbors think, as well 
08 other factors, control the consumer; but similar and equally 
fKJtent forces control all human actions in a society; and, in 
spite of the nature of the controls at work, the individual appears 
to be about as free as a consumer as he is in voting, marrying, 
church-going, choosing a vocation, or carrying on any of the 
other major activities of life. 
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and the freedom of individual choice are parts of most of 
us. The two id(*as do not harmonize overly well. Effec¬ 
tive “ planiiiii'i^ " in the ^rand manner appears to involve 
planning bv some for flu* many. If America is ever 
ready for the great (vonomic strategy, for tlie supremacy 
of the engineered soi*i<*t\\ she will have modilied greatly 
her faith in individual enterprise and consumer freedom. 
In the meaiitiim*, America t‘mbodic‘s l)oth faiths in a 
marked degret*. Knssia is the only modern country in 
which there is, as .some se(‘ it, the vision and the imagina¬ 
tion, or, as otliers stn* it, the blindness and despotism, 
to undertake the planning of national economy.^ 

If we view the flow of orders as it actually occurs in 
the organization of our industrial life, tre find that ar¬ 
rangements are various and that they may shift. Eor 
most goods tin* consuim^r places orders only momentarily 
ahead of the transfer of g(HKls and title. lie ‘‘ goes and 
buys ; and yet, as is well known, the consumer may 
give an order for an automobile months before delivery 
can be expected, or make an application for the services 
of an educational institution, for which he l^elieves there 
is cx>nsiderable demand, far in advanc(\ The retailer, 
wholesaler, or manufacturer may order certain supplies 
for immediate delivery or he may order weeks or months 
in advance. There is no unanimity as among individuals 
or trades. As orders vary in being given, so they vary in 
being received. It is with these variations and the shift- 

**For diacusHions of economic organization in Rusnia see Chase. 
Tugwell, and Dnnn, Soviet Russia in the Second Decade; Dobb, 
Maurice, Economic Development of Russia; Nearing and Hardy, 
Th 0 > Economic Qrqnnizntion of Rivtuin; an(i Zimand, Z., State 
Capitalunn in Rutma. 
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ing basis thus furnished for planning that the next Part 
of this l)ook is concerned. 

III. THE PROBLEM 

'rrade enstoin, jndgineiiLs as to tlie balancing of risks, 
and a sense of business fairness, are among the forces 
which t<‘n(l to bring alxtut somewbat (*stablished practices 
in the flow of orders and in the flow of goods. These 
practices have a greater stability than one might imag¬ 
ine. Vet as conditions vary and business men see oppor¬ 
tunities to advantage themselves, changes take place. 
When an accepted flow of orders or of giK)ds is subjected 
to extensive changes, serious problems are raised for 
many business men. Certain far-reaching effects on 
distribution may result. 

At present there w a widespi'ead feeling, and in some 
industjdes an intense feeling, that the praetices of giv¬ 
ing and receiving orders are being seriously modified. 
These changes are caught up and expressed in the phrase 
“ hand-to-mouth buying.” Somewhat specifically, what 
statementvS and complaints are made ? They include the 
declaration that orders are not given so far in advance 
as was formerly the case, or that so large a proportion 
is not placed so far in advance, or that none is placed in 
advance. There is complaint that goods will not be ac¬ 
cepted in shipment as far in advance of seasons as 
before; or that so large a number of them will not be 
accepted, or that they are demanded in small lots through 
the season or the year with attendant increased costa. 
Both orders and shipments are said to be given on a 
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hand’to-mouth basis. The faihini to order in advance 
and the practice of ordering in small lots is said to re¬ 
quire that the inanufaeturer and oth(»rs “ farther back 
along the line ’’ have supplies making possible ordering 
from stock. 'Phis means, it is said, that far larger in¬ 
ventories must l)e carried. 

If these are statements of fact, thev are indeed of 
concern to business men. But they are alstj of concern 
to society. If orders are placed less far in advance, is 
not the organization of our whole productive process 
weakened ? Does it not lead to an inability to plan ahead, 
which results in poorer adjustments, less effective use 
of resources, more idle factory time, more unemploy¬ 
ment, more risk and loss ? 

On the other hand, if shipments are in small units 
but in a more or less continuous stream, is not the flow 
of goods more uniform and industry more stable ? From 
such a possible stabilization is there not better use of 
the transportation facilities and of the productive equip¬ 
ment of the country ? Are there not smaller inventories 
and quickened turnover and the accompanying social 
economy of goods in process ? 

Moreover, if it is true that all these things are occur¬ 
ring, certain inferences may 1x3 drawn which are worth 
testing. If orders are placed less far in advance, if they 
are placed in small units and recurrently, it may be that 
there is an elimination of a former seasonality, and that 
the flow of orders through trade has l)ecomc more uni¬ 
form through the year and more stabilized. If orders 
are placed for small lots and shipments are demanded 
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ia small units, it is possible that this has had a steadying 
effect on trade, that the flow of goods through trade has 
become more uniform and more stabilized. So also with 
inventories. If in former periods inventories piled up 
preparatory to certain .sea.soaal sliipping datt‘s but have 
now been replaced by inventories which must meet a 
steady demand for continuous small-lot shipments, stocks 
of goods may have become more stabilized. 

Aside from these matters, some attention must be 
given to the effects of changes in the size of orders and 
changes in the period of ordering, if these exist, upon 
methods of distribution. The effects on costs and who 
pays them, and the effects on the position of various 
middlemen need to be considered. Finally, there must 
be a consideration of the probable permanency of such 
changes as have taken place. 

lland-to-moutli buying is indeed a social as well as a 
business problem. 11 is the purpose of this study to keep 
in mind Iwth the business and the social aspects of the 
problem, but to approach it through a study of those 
business symptom.s of which there is complaint. 
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CHAPTER III 


THE ORDER BASIS OF INDUSTRY: 

THE CONCEPT 

In our economic* world, where* individuals dc^cicle what 
production shall 1h* c*arri<*d on, there are, as has been 
indicated, two hasc*s ii|)on which th(*y may build their 
plans. One is ohsc‘rvation ” of tin* markets. It is 
possible to ealenialc*, roughly at l(*ast. from prices being 
paid for prcMlucts and from pri(*es at which mat(‘rial8 
and lal>or can Ik* lM)ught, the* kinds and quantities of 
goods that it will Ik* ])rotitable to make or purchase for 
sale*. A sc*c*ond im*thod is to s(*cur(* orders in advance 
and make* goods to order. With ord(*rs in advance, busi* 
ness men may prc*-plan with some* s(‘curity; th(*v may or¬ 
ganize* programs of proelu<*tion, se*he*elnle* lK)rrenvings and 
(*X[H*nditure*s, and (‘iigjige* c‘mploye‘e‘s. 

period (tf houddo-moufh hupltui is <t period in tvhieh 
one of ihe bases of indnsfriaf pre-phnininq is weakened. 
'Fhat aelvanee* e)relers have* lK*('n falling off is one of the 
most common connotatiems of the phrase hand-to-mouth 
buying ” as the busine\ss man uses it. With a falling off 
in futures buying, so say busine»sa men, go certain con¬ 
sequences: there is tince‘rtainty: goods, if made in ad¬ 
vance, must be made* for stoc*k; manufacturers must 
carry unprecedented inventories. Th(*se are all matters 
witli which any busin(*ss may we*ll 1 k^ ('oncerned. But 
orders in advance may In* lookeel at also from the point of 
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view of industry as a whole. So viewed, a single unfilled 
order means that some part of our industrial machine 
has been committed to a certain activity. So viewed, 
the total of unfilled orders reflects the total amount of 
activity which has been agreed upon. So viewed, the 
total of unfilled orders reflects the extent to which in> 
dustrial plans, which relate the specialized business 
units, one to another, have Invu determined upon; they 
show the measure to which individual businesses are, at 
a given moment, tied into a system.* 

It follows that a change in the amount of unfilled 
orders is of social as well as business concern. More 
hand-to- mouth buying in the .sen.se of less futures buying 
means a lessening of the pre-planning in industry gen- 
orally; a loosening of the ties that bind the many eco¬ 
nomic units into one. If all other conditions remained 
the same and unfilled orders f(»ll off, it would indicate 
that there was a weakening of what may be called the 
order basis of induslnj. 

Unfilled orders used alone are an unsatisfactory mea¬ 
sure of industrial pre-platinlnfj. They have been ex¬ 
tensively so used however. Particularly popular has 
been the record of iiiifille<l onlers of the United States 
Steel Corporation as a measun* in business forecasting. 

The as.sum})tion l)f*hind such u.se is that the amount 
of unfilled orders rnea.sures the productive activity which 

* It must be remembered, of course, that unfilled orders may be 
cancelled. The degree to which this occurs wh<‘n a less promising 
business outlook presents itself varies greatly from industry to 
indtistry. It depends not only upon the law concerning execution 
of contracts but also upon customs in the trade, the type of 
persons common in tmne, and the seriousness of the changed 
conditions. 
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will take place in the industry. Such is often a mistaken 
assumption, however. An increase of unfilled orders 
may indicate a subsequent increase in production and 
sales, or it may indicate only that there is a larger 
amount than before of advance ordering in proportion 
Comparison of Unfilled Orders with Shipments 
Enameled Ware Baths, January 1922-December 1928 



to the amount of business which will actually be done.* 
A smaller amount of unfilled orders at one time than at 
another may indicate a subsequent decrease in ship¬ 
ments, or it may mean only less advance ordering in 
proportion to the shipments which follow. Unfilled 

*The unfilled or advance orders on a company’s books may be 
increased by an increase in the number of orders received for 
the customary period in advance, or by an increase in the period 
of ordering ahead or by a combination of these. 

4 
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orders may be declining while shipments are steadily 
improving. How futile would be the attempt to estimate 
shipments from unfilled orders is shown in the chart on 
page 33.* Moreover, advance orders are not all equally 
far in advance, and the length of time makes a difference 
in the inferences that can justifiably be drawn from 
observations of the amount of unfilled orders. 

Better than unfilled orders as a measure of the extent 
to which activity is postulated on rommitments is the 
ratio of unfilled orders to the artivity which follows. 
Probably the best measnn' is the ratio of unfilled orders 
to shipments, or sales in the sense of shipments. Where 
lack of data makes this comparison impossible, other 
activity figures are useful. For example, the ratio of 
orders to production is in certain cases a good indication 
of the order basis.* 

The commitments made in advance are usually re¬ 
corded in one or l>oth of two places. On the books of the 
company making the sale they appear as unfilled orders; 
on the books of the eoncern making the purchase they 
may be set down as orders outstanding. For a con¬ 
siderable numl)er of industries advance commitments 
have been compiled by certain public agencies.* For 

*Data are unfilled orders on hand at the end of each month 
and shipments during the month of enameled ware baths, as 
reportea in the Survey of Current Business. 

* While several methods of measuring the order basis have been 
employed in this study, the ratio of orders to shipments has been 
employed wherever possible. 

•The U. S. Department of Commerce has. for a number of 
years, gathered these statistics; the Federal Reserve Board has 
carri^ on the work less extensively in certain fields of trade. 
Trade associations have also collected figures from their members 
whidi in some instances are valuable direct sources and in many 
cases have been included in the Department of Commerce figures. 
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the purpose in hand, data from a large number of indi¬ 
vidual companies have also been obtained. Where the 
number of individual companies in a single industry 
is considerable these data have been compiled for presen¬ 
tation.* In other cases the experiences of individual 
concerns are shown separately. 

*1 study of handdo-mouth huyiny thus leads to a study 
of the degree of pre planning among industries. Of par¬ 
ticular concern are the changes in this situation during 
the so-called hand-to-mouth period, commonly spoken 
of as beginning with the collapse of activity in 1920 
and continuing through the present, ^^^lat has k^en 
happening to the order basis of industry ? Has th(‘ busi¬ 
ness man’s basis for making plans been improved or 
impaired? Has the contractual integration of our in 
dustrial mechanism been growing stronger or weaker ? 
Have the changes during the period been uniform in 
trend or have there been variations in tendency ? Have 
such changes as have occurred been similar in various 
industries? So far as data make it possible to say, how 
do the recent and current .<*ituations compare with the 
pre-war situation ? 

It goes without saying that in studying this matter 
a sampling method has been necessary. By no means 
all industries are represented, but the variety is reason¬ 
ably satisfactory. 

•The courtesy of the National Cannors Association and its 
membership has made it possible to secure information from a 
largo number of canning companies. 



CHAPTER IV 


THE ORDER BASIS: CERTAIN INDIVIDUAL 
COMPANIES 


A study of the order basis of industry is lx*st begun 
with certain individual companies coneerniiig which 
some detail can he given. Sped He cases serve iH'tter 
than composite industry pictures to illustrate the con¬ 
cept. Moreover, the records of the companies used have 
great significance either because of the outstanding im¬ 
portance of the concern in the industry, or l)ecausc there 
is reason to believe that the specific case is typical of 
the industry, or for l)oth of these reasons. 

I. A LARGE SHOE COMPANY 

The e.xperience of one very large shoe company is 
first to be studied. Thi.s concern sells shoes for men, 
women, and children through hundreds of dealers 
scattered widely over the country. While not disregard¬ 
ing style, the company’s emphasis is upon staple lines.' 

*The data presented were obtained directly from the oflficers 
of the company concerned, the courtesy of whom can be acknowl¬ 
edge only in anonymity, as it was their wish that the company's 
identity not disclosed. 

Conference and corr^ondence with many shoe companies 
and shoe trade association officials indicate that this company’s 
experience is a very general one. One concern selling “ high style 
merchandise gives a report somewhat at variance with the record 
of this company. 


36 



ORDER BASIS: CERTAIN COMPANIES 


37 


To understand tlie (experience of this (Company, it is 
necessary to be familiar with a merchandising policy or 
practice which has for many years obtained with refer¬ 
ence to a large part of its business. This practice con¬ 
sists of the solicitation in the late summer and fall of 
orders for spring goods (that is, goods to be sold by the 
retailer in the spring), the opening shipping date for 
which, from the factory, is Uecember 1. For fall goods— 
that is, goods to he sold bv th(‘ retailor in the fall—the 
practice consists of solicitation of orders lK‘ginuing 
with January, and with the opening shipping date on 
May 1. The ccjmpaiiy's agreement with its custoimn-s 
on such orders ])Ostpones the requirement of j)ayment 
until the heaviest part of n^tail selling is over. Tln^ 
busiiu'ss so handl(‘(l is for tliis n^asoii conv(‘niently 
referred to as the “ future payment business." With 
arrangements thus made, it follows that upon the open¬ 
ing shipping dates—namely. May 1 and l)(*eeml>er 1 
of each year this company may have on hand orders 
which have been booked over a series of months and 
which as they accumulated formed an order basis upon 
which the company could plan its operations. 

What, if anything, has happened to these advance 
l>ooking 3 ? Have orders taken in advance of opening 
shipping date continued to be as large a part of the 
year’s net shipments as was formerly the case, and have 
such orders been secured as far in advance as l>efore ? 

The evidence shows an extreme falling off in advance 
bookings. When 1027 and 1928 are compared with the 
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earlier years, the table on page 30 shows that an almost 
revolutionary change has taken place. In 1916 orders 
for spring goods, for example (those which were sold 
by the retailer in the spring of 1017), were taken in such 
a way that 8 per cent of the year’s net shipments w<*re. 
secured four months in advance of op(Miing shipping (lat(‘ 
(December 1, 1916), 10 per cent more three months in 
advance, another 10 per cent two months in advance, and 
6 per cent more one month in advance. A total of 34 per 
cent of the year’s net shipments were thus on the books 
as orders for spring goods one month in advance of the 
opening shipping date. In 1018 and 1010 no orders 
for spring goods wen* st^cnired four months in advance 
of opening shipping date, but large advance bookings 
were secured two or three months ahead. In 1928 there 
were no orders four months in advanct*, no orders three 
months in advance, only 1 per cent of the year’s net 
shipments two months in advance, and 1 per cent taken 
just one month in advance. If we examine the total 
l>ookings of spring goods, it appears that in 1010 there 
were 58 per cent of the year’s net shipments on the 
books of this company at least one month in advance 
of opening shipping date, while in 1028 there were 
only 2 per cent as an order basis one month or more 
in advance. 

A comparable situation obtained for fall goods, as the 
second section of the same table shows. The summary 
for a year’s goods in the last section of the table presents 
the relation of total advance bookings to the year’s 
business. 
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Advance Bookinqs, 1916-1919, 1927-1928 • 

(Hookings for indioat4il period in advance of the opening shipping date, expressed 
as a percentage of net sliipments for respin^tive calendar years.) 


I. Spring Goods, I^ked in Advance of December 1 of Preceding 

Year 


Length of Period 

1916 

1918 

1919 

1927 

1928 

4 months. 

8 


■■ 

0 

0 

3 months. 

10 

13 


0 

0 . 

2 months. 

10 

10 


1 

1 

1 month. 

6 

5 

10 

4 

1 

Total, 1 month 






or more. 

34 

28 

,58 


2 


11. Fall Goods, Booked in Advance of May 1 of Given Year 


Length of Period 

1917 

1918 

1919 

1927 

1928 

4 months . 

1 

1 

1 

0 

0 

3 months. 

12 


1 

0 

0 

2 months . 

11 


15 

1 

2 

1 month. 

7 

■■ 

19 

2 

6 

Total, 1 month 






or more. 

31 

39 

36 

3 

8 


III. YeaFs Goods, Booked in Advance of Opening Shipping Date 


Length of Period 

Last 
Half 
of 1916 

First 
Half 
of 1917 

1918 

1919 

1927 

1928 

4 months. 

8 

1 

1 

1 

0 

0 

3 months. 

10 

12 

18 

19 

0 

0 

2 months. 

10 

11 

29 

47 

2 

3 

1 month. 

6 

7 

19 

27 

6 

7 




Total, 1 month 
or more.... 

34 

31 

67 

94 

8 

10 


* Data for advance bookings cover the last six months of 1916, the 
first six months of 1917, and the years 1918, 1919, 1927, and 19^, 
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In the chart on this page is shown graphically the 
advance bookings which have just been describc^d in 
<letail. The bars show the relative amount of orders 
for spring goods, fall goods, and year’s goods ou hand 
at least one month in advance of the opening shipping 
dates.* 


Varying Order Basis fdr a Large Shoe Company 

(Bookings received one month or more in advance of opening 
shipping date expressed as a percentage of net 
shipments for respective calendar years) 

r. SPRING GOODS II. FAIX GOODS III. VE\K S G<X)DS 



The most important change, when 1919 is compared 
with 1018, is the increase in total advance bookings. 
In 1019 more than two-thirds of the company’s business 
was booked at least two months in advance of the opening 

*Both in this chart and in the table discussed above, advance 
bookings are expressed as a percentage of the net shipments of 
the year in which they are taken. This method of expressinjg the 
order basis, while the only one available, is open to some criticism, 
particularly for spring goods, not all of which are included in the 
year's shipments with which advance orders for them are compared. 
The error, however, is not serious, as the heavy shipments of 
spring go<^ in December place a considerable part of such goods 
in the calender year in which advance orders for them are taken. 
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shipping date, and 94 per cent was booked one month 
or more in advance. In 1927 there were no orders either 
three or four months in advance, only 2 per cent two 
months in advance, and a total of only 8 per cent as 
much as one month in advance of opening shipping date. 
In other words, a very large part of the business which 
the company formerly handled through advance book¬ 
ings had fallen into the class of current business.^^ * 
This condition continued through 1928. 

The data just examined give us a vivid picture of the 
relative amount of advance bookings obtained in several 

* An officer of the company gives the following comments on the 
advance booking experience of 1916-1919. His observations that 
the earlier years are approximately “normal ” make all the more 
interesting the change in 1927. 

The last six months of 1916 and the first six months of 1917 
are the oldest records available covering the information shown. 
It is believed, however, that the advance bookings in these two 
period.s were reasonably close to the normal condition during the 
pre-war years of 1912 to 1915. 

While it is true that a rapid price advance occurred during 
1916 and 1917 and this would seem to have stimulated advance 
bookings and made these greater than normal in these two years, 
it will be noted that the year 1918 does not show a veiy different 
condition. In this year of 1918 there was very little price change. 

Starting in 1918 at about the level existing at the end of 1917, 
prices fell off almost 10 per cent during the second and third 
quarters, then recovered in the last quarter to a point slightly 
in exce.ss of the st4irting level. On account of the price situation, 
it is felt that there would have been no special incentive toward 
advanced bookings during the year 1918. For this reason the 
advance booking.s actually made appear to have been the re¬ 
sult of regular habits existing over a long period of time. This, 
taken together with the 1916-17 figures, would seem to 
indicate that these first two years show about the normal situa¬ 
tion with respect to advance bookings in the pre-war period. 

The year 1919 is shown as being typical perhaps of an ab¬ 
normal year with respect to advance bookings. This was, no. 
doubt, due to the rather spectacular price advance which oc^ 
curred during tJiis year. This is rather borne out by the fact 
that the larger advance bookings occurred almost entirely 
during the last six months of this year. 
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years for that larf^e s(x;tion of this company’s business 
which is called its future payment business. Additional 
information makes it possible to compare the advance 
orders on hand at the close of each month for several 
years.^ Such a comparison enables us to sec^ to what 
degree, if any, advance ordering for all tin' company's 
business has changed in its distribution through the 
year. F^articularly, we may ask, was there the same 
seasonal cumulation of advance orders in 1927 and in 
1928 that existed in earlier years? 

The seasonal cumxdaiion of orders noticeable in the 
earlier years had disappeared in 1927 and 1928. A 


Dia\PPKAR\NCE OF SEASONAL PEAKS IN ADVANCE ORDERS OP A 

Large Shoe Company 

(Orders on hand at rh>H‘ of indicated month, expreased as per- 
rentaRe of net shipments for the respective calendar year) 



glance at the table on page 43 and the chart on this page 
makes this strikingly apparent. Considering the situa- 
tion in 1910, one observes that at the close of July there 
were only a few advance orders on hand. During the 
next four months salesmen were securing business which 


•The fact that these data are concerned not only with the future 
payment humness, but with other business as well, makes them 
not strictly comparable with those discussed above. 







ORDER BASIS: CERTAIN COMPANIES 


43 


was being freely placed in advance, and orders cumu¬ 
lated to a peak in November, declining abruptly when 
heavy shipments began on December 1. In the next year 
orders for fall business were solicited beginning in Janu¬ 
ary, and such orders giv(‘n freely for advance shipment, 
cumulated to another seasonal peak in April. 

Advance Orders, by Months 

(Orders on hand at close of indicated month expreased aa a percentage of net 
ahipmenta for respective calendar years) 



1916 

1917 

1918 

1919 

1927 

1928 

.Jan liar V. 


7.23 

7.33 

13.67 

2.91 

4.46 

Februarv. 


13.98 

7.93 

5.82 

3.02 

2.08 



25.01 

25.67 

19.75 

1.63 

2.51 



32.37 

39.28 

37.23 

3.75 

8.38 


10.(>8 

24.73 

23.72 

3.22 

6.18 



2.64 

8.16 

11.26 

3.90 

4.38 

dftnHMHIHl 

1,47 


.78 

2.31 

3.69 

1.16 

August. 

8.58 


.18 

.69 

3.50 

1.20 

September. 

18.95 


15.67 

20.93 

1.45 

.69 

October. 

29.78 


28.51 

53.82 

1.92 

.89 

November. 

35.86 1 

... 

29.48 

59.84 

5.53 

2.03 

December. 

18,09 ' 

... i 

25.54 

58.64 

4.04 

.64 


They were again sharply reduced by the heavy ship¬ 
ments starting in May. The 1918 and 1919 pictures are 
different only in detail. Worth noticing are the enor¬ 
mous volume of orders in the last three months of 1919 
and the apparent fact that so many were received in 
DecemW of that year that little decline was registered 
in spite of December shipments. 

But what of 1927 and 1928? Four facts stand out 
concerning 1927. (1) The advance orders on hand at 
the end of each month varied but little. (2) There 
were no accumulations of advance orders comparable 
to those in the former periods; buyers were placing their 
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orders close to shipping date. (3) Consequently there 
was no seasonal placing of orders for future delivery, 
( 4) Orders in 1927 furnished only the most fragile basis 
for planning production for more tlian a brief period 
ahead of shipment. In 1928 orders on liand were much 
more uniformly distributed through the year than in tin* 
period 1916-1919 but somewhat less so than in 1927. 

How frail was the basis for fnturt' planning is em¬ 
phasized in the chart which follows and the table on 


PAuriTY OF Ordi^rs Morjb Than One Month in Advancb of 
Shipment, 1927 and 1928 

(Orders on hand at end of indicated month as a percentage of 
net shipments for the respective years) 

1927 1928 



page 45. It will be seen that the orders to be shipped 
in the ‘^second’’ ainl in the “third or later months'' 
ahead are few indeed. In point of fact, at the end of 
Decemlx^r, 1927, of January, 192S, and of August, 1928, 
there were no orders on hand for shipment after the 
“ second month/’ 

One conclusion must not be drawn, namely, that order 
placing has become less seasonal. What has happened is 
a shifting of the seasons of ordering to correspond more 
closely to the seasons of shipping. A study both of this 
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company and of others, which was made, shows that shoe 
shipments still have a definitely seasonal movement. 
This fact coupled with the data here shown necessitates 
the conclusion that there is a seasonal flow of orders 
Init that it is now close to the flow of goods—indeed so 
close to it that a large part of the orders are filled during 
the month received. 


Advance Orders, 1927 and 1928, with Designated Month of 

Shipment 


(Orders as a percentage of net shipments for the respective year) 


Orders on Hand 
at CMose of: 

Following 

Month 

1 Second 

Month 

Third or Later 
Month 








1 1927 

1928 

1927 

1928 

1927 

1928 

January. 

■Bill 

3.60 

1.27 

.86 

.26 

_ 

February. 


1.94 

.26 

.07 

.38 

.07 

March. 

BMiSI 

.30 

.83 

1.41 

.13 

.80 

April. 

KiiEsH 

4.93 

.13 

2.02 

.28 

1.43 

May. 

.81 

2.61 

2.37 

3.55 

.04 

.02 

June. 

3.78 

4.33 

.07 

.03 

.05 

.02 

July. 

1.82 

.70 

1.80 

.32 

.07 

.14 

.August. 

3.28 

.91 

.18 

.29 

.04 

— 

September...... 

.81 

.56 

.05 

.04 

.59 

.09 

October. 

.27 

.19 

1.29 

.56 

.36 

.14 

November. 

3.41 

1.59 

1.07 

.43 

1.05 

.01 

December. 

1.74 

.(X) 

2.30 

.03 

— 

.01 


II. A MANUFACTURER OF WOMEN’S HOSIERY 

Figures showing changes in advance orders for 
women’s hosiery have been obtained from an important 
manufacturer.* 

In recent years this company has obtained fewer ad¬ 
vance orders than fomnerhj and those less far in adx^ance 

‘While the aid of the president of this company is hereby 
acknowledged, the name of the company may not be published. 
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of shipping date. The ratio of advance orders to total 
business done by this company has declined steadily 
since 1923/ (See chart on this page.) A very large part 
of this drop, however, is between 1923 and 1924. In the 

Decunb in Order Basis for a Manufacturer of Women’s 
Hosiery, 1922-1927 

(The ratio of luivanccil orders to shipments in 1922 was taken 

as 100) 



year 1923 this company secured a considerably larger 
f>art of the year’s shipments in advance* orders than it 
had in 1922. As we shall sec in examining subsequent 
material, this is in line with the movement in many other 
indu.stries. 

The tendency for advance orders to be placed less far 
ahead has been most noticeable since 1924. This tend¬ 
ency may be seen in the table on page 47, where total 
advance orders on hand June 1 of each year are divided 

* Advance orders (that is, orders to be delivered a month or 
more after the receipt of the order) on hand June 1, were used 
in place of total advance orders. The ratio of advance orders to 
total volume of business is expressed relative to 1922 = 100. 
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into those which w^ere place<l for various periods ahead. 
Prior to 1924, orders one month and two months in 
advance were a larger part of the advance orders of this 
company than they have been in recent years. So far 
as placing advance orders less far in advance is an evi¬ 
dence of hand-to-mouth buying, this company, therefore, 
was ex|>eriencing the condition to a greater degree in 
1922 and 1923 than during rt^eent years. 


Number of Hose on Order June 1, to be vShipped in Indicated 

Months 


(.4« a perc^ntAge of total iiumb«*r on order June I, to l)e shippetl on or after July 1) 


Month Orders 
are to be Shipped 

1922 

1923 

1924 

1925 

1926 

1927 

July. 

22.4 

18.4 

11.2 

13.1 

10.9 

15.2 

Aug^t. 

26.8 

29.3 

8.1 

16.3 

17.9 

18.8 

September. 

29.6 

26.2 

10.5 

15.1 

30.3 

38.0 

October. 

11.1 

15.8 

7.5 

113 

10.7 

12.8 

November. 

2.8 

4.8 

3.3 


3.0 

1.4 

December. 

,4 

.9 

.2 

1.3 

1.0 

.4 

Unspecified. 

6.9 

4.6 

59.2 

37.9 

26.2 

13.4 


The changes shown al)ove, liowever, do not tell the 
whole story of what has happened in the relationship of 
orders and delivery. 'I'Ik' company is now rweiving a 
large niun))er of orders which re<piire such prompt ship¬ 
ment that they do not appear at all on its books as ad¬ 
vance orders (one month in advance of shipment). An 
officer of the company writes: “ Prior to 1924, three 
and four weeks delivery would not cause complaint from 
our customers. Two weeks constituted good delivery 
prior to 1924. In 1925 one week or ten days was con¬ 
sidered good delivery, and even now that is fair delivery. 
However, during 1926 and 1927 the hulk of our orders 
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went out in the wholesale trade within three days after 
the receipt of the order, and the maximum for the aver¬ 
age order is about one week.” 

In the past three years, then, there has been less 
placing of future orders; the future orders placed have 
tended to be placed less far in advance; and, at the same 
time, the period within which shipment is expected for 
orders not considered advance orders has been greatly 
shortened. 


III. A MANUFACTURER OF MEN’S CLOTHING 

One of the largest manufacturers of men’s clothing, 
by supplying data, has made it possible to study advance 
orders, net shipments, and the ratio of these for the 
period from 1912 to 1927." 

Advance orders were a greater proportion of ship¬ 
ments in 192G and 1927 than in any of the five preceding 
years, (See chart on page 49.) Such an experience 
is quite out of line with that of the two manufacturers 
previously studied. Indeed, this company’s experience 
with advance orders has averaged better since 1920 than 
between 1914 and 1920. During the period 1921 to 
1926 the percentage of its business which was ordered 
in advance was never less than 72 per cent and never 
more than 75 per cent. In 1920 it had advance book- 

^The figures reflect the actual business done by the company 
with 35 accounts representing all sections of the United States. 
The company has not designated how long before time of ship¬ 
ment an order must be received to be called an advance order, 
but has applied the same standard throu^ the period. The officer 
of the company furnishing the figures has asked that the com¬ 
pany’s name be not published. 
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iiigs of 1 OP per cent of the shipments made. This anoma¬ 
lous situation is explained by the heavy eancellations 
which occurred after orders had been placed. 

The variations from year to year are due to various 
causes. The company explains, for (‘xample, that 1P12 
was a y(*ar of f»reat advance or<l(‘rin^ f<)ll<»w(‘d by can¬ 
cellations, with the result that advance lHK)kin^s were 

Vakyin(; Ordku Basis ixm a Mkn's Cu)thin(j MANUKAfTURtK, 
1912-1927 

(A<l\':ia(‘<‘ s as a pc rc'entatK* of not shipments of 

(•orr('s]>on<linjf \( ar) 



more than IBB per cent of sliipimnits. In IP 15 the ad- 
vanc(' lHH)kin”s wm'i* lower than in any of th(^ three pre- 
(M'dinii: years and, ac<*ordin,ir to tlie company, w(*ro very 
low until late in the season. Ibiyers lu4d off but came in 
heavily just Inffon* shipping* date. Fhe chart shows for 
1917 a rather low junHanitaae of advance t)rders. As a 
matter of fact, the company rec<‘ived what they regarded 
as good advance buying in that year; but after shipping 
had l)epin, n tail sales went so far beyond the expecta¬ 
tions (»f ileah'rs that a large numbtn' of ‘‘ fill in ” and 
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repeat ” orders were placed. This swelled the ship¬ 
ments of the company and caused the advance bookings 
to appear small as a proportion of shipments. In 1919 
the history of 1917 was repeated. There was heavy ad¬ 
vance buying, but again the amount of goods needed by 
retailers far exceeded their expectations and gave rise 
to heavy fill in ” buying. The company’s experience 
in 1920 has already been explained. 

The merchandising policy of this company may ac¬ 
count for its success in obtaining advance orders. This 
concern for many years has advertised extensively. Its 
goods are known and accepted as quality merchandise. 
It is one of those companies which have established 
consumer acceptance, if not consumer demand. Dealers 
handling its goods are carefully selected, ordinarily 
carrying little competing merchandise, and count their 
own success as identical with their success in selling 
this company’s goods. Under such conditions postpone¬ 
ment of placing orders would seem to be of little concern 
to dealers. In the experience of this company there is 
possibly the moral for business that advertising lessens 
the probability of hand-to-mouth buying and for society 
that advertising may improve the pre-planning of 
industry. 

IV. INDIVIDUAL FOOD CANNING COMPANIES 

In the canned food industry complaint of declining 
future buying has been very prevalent. Access has been 
had to the records of a large number of canning com¬ 
panies, which make it possible to show, for a long series 
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Vabiations in thb Oboeb Basis Among Food Canning Companies 
(Futures as a percentage of sales of corresponding year) 


/ TOUATO CAMHettS 
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of years, for certain individual packers of various food 
products, the p(u*centages which futures ’’ were of 
shipments/ As canners must carry out their entire pro¬ 
duction program in a short s<‘ason, an order basis as fur¬ 
nished by th(‘ir future sales or advan(‘(* orders is par¬ 
ticularly important to them. 

The order ba^^is upon which food canners have oper¬ 
ated has varied (jreaflp front company to company and 
from year to year. YIk* basis n]a)n which individual 
r*oni]>ani(‘s hav(‘ plaim(‘d is b(‘st s(‘(‘n by observing thr 
(‘harts on pag(* 51, which show tlu‘ p(‘rc(‘ntag(‘ of busi 
n<‘ss f<»r which orders were nveived in advance by two 
tomato canmu’s, two jM*a canmu's, two (‘orn canners, 
two salmon canners, and two fruit canners. The ditT(*r 
oiices b<‘tween individual coinpani(‘s ar(‘ not to b(‘ e\ 
plain<‘d in terms of siz<\ as all an* regarded in the trad(‘ 
as conc(*rtis of giwul size. In most <*jjs(*s th(‘y are to be 
explaiiH'd oidy by tin* gen<*ral conditions of tin* trade. 
Ihit the su(‘(*ess of c(*rtain c(»mpanies in (*ontinually 
se<uiring a larg(‘ amount of advance* ordei's is usually 
the n*stdt of having establislnal com|)arativ(‘ly tix(*d 
relationships with tln*ir buyers. rin*s(* conin*<*tions an* 
to some extent, and in eertain instanc(‘s almost wholly, 
bas<Ml on an ability and willingness to produce* a genal 
grade of goods of a uniform (piality. \Vln)h*saler8, or 
other large buy(»r.s, who in turn have* an (^stablislu'd 
clientele for a certain epiality eif goods, elo not hesitate 

•These* records were obtained from the replies to a questionnairi* 
which was sent to members of the National Canners Association. 
Each company which replied was given a number whieh will be 
iiw<i to designate it wherever its record ar)pears in the ensuing 
discussions. 
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fo inakt; coiitnK'ts in lulvaiicf*. Iiidoed, (*(*rtain wliolo- 
salers who specialize in liij^h quality are emphatic in 
pointing out that they uiust phUM* orders in advance 
to assure themselves of their re<|uireinents. 

Just following th(‘ war these <*oni})anies all ex])eri- 
(Mi(*(*d a drop in the percentage of future oihRts. Some, 
how(‘ver, were affected far morc‘ seriously than others. 
A number of them show a bad ])(*riod in 11)13 or 1014; 
a majority saw jkku* advanc(‘ buying in 1021 : while six 
out of the ten show a falling off in future business in 
1027. But the ditf(*rences ev(‘n in the similarities are 
intenvstin^. ]{ven in the years when several move in 
the sann* direction, some mov(‘ much fai4h(‘r than others. 
Observation of these companies must not be translated 
into a puieral pietun* of tin* canning industry (a more 
^eiu‘ral statement will l)e mad<‘ later on page 73), yet 
th<‘ variations in the histori(*s of individual companies 
notcil above do give place on some occasions to uniform 
movement. 

V. A LARGE STEEL MANUFACTURING COMPANY 

Material has Ixcn obtained from a leading steel manu¬ 
facturing company which has made possible the calcula- 
lation of it.s ord(*r basis.* Its prominence in the field 
makes its nvmal of significance, riiere is good reason to 
Indicwe that tin* experience of this company is like that of 
others in the industry. As the history extends from IfilO 
through 11)27 it is p4»ssibh* not only to s(*e what has 

*The data were in t>art scMairod from officers of the company 
and in part from Poor's and Moody's Manuah, The company has 
asked that it be not identified. 
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happened in the post-war period but to compare that 
period with the pre-war and war years. 

This company has experienced a new era in its 
order basis sinee 1923.^^ (See chart on pp. 54-55.) To 
some extent the new period is evident from the end of 
1921. What is this new era” ? It is a period when 
the ratio of unfilled orders to shipments is unlike any- 

Oroer Basis for a Leading Steel Manufacturing 
(Unfilled orders at the end of each month as percentage 

aor 



■ For the years 1909-1912 the ratio is for December 

thing that occurs elsewhere in the eighteen years studied. 
The new features are: 

1. There is a longer continuous downward trend of 
the order basis (four and a half years) than has occurred 
elsewhere during the 18-year history. 

2. The average of the order basis for the period is far 
lower than it has ever been Ixjfore for a similar number 
of years. Indeed, its average is lower from 1924r-1927 
than at any other time, excepting December, 1910. 

** Order basis is measured in this case by unfilled orders at the 
end of each month expressed as a percentage of total shipments 
for the ensuing twelve months. 
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3. The cyclical movement which appears to have been 
the most pronounced characteristic of the order basis 
prior to 1922, and possibly until 1924, has disappeared. 

4. A clearly defined seasonal movement of order basis 
began with 1924 (possibly with 1923) and continued 
through 1927. There was some tendency for this to 
flatten out in 1926 and 1927. 


Company, Decembes 1909-OcTOBra 1927* 

of estimated shipments for the ensuing twelve months) 



only, monthly shipments not being available. 

If we e.xaniine the order basis for the years before 
1923, the cyclical swings—as has been suggested—are 
the most noticeable features. Between 1910 and 1922 
three cycles were completed. In each successive case the 
peak rose higher than ever before. At the end of 
October, 1920, at the highest point reached in the record, 
the order basis was 106.9 per cent; that is, there were 
more orders on hand than were filled during the twelve 
months following. This peak was followed by a rapid 
decline to a low in 1922 (the order basis had been 
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slightly lower in li)14 aiul in 1*415 and, as noted, has 
frequently l>e<*n lower sinee) and a moderate ris(‘ to 
Mareh, 'riam Ik'^Ius the period of genth‘ Imt 

steady deeliih* tlirongli l*4:i7, wliieli lias already Immmi 
tlisenssed. 

ShipnuMits of steed also have*, si ne'e* a eh'tinite* 

s(*asemality not tee he* founel (dse‘whe‘re in the* r(*(‘orel. This 
s(*asonal mov(*nH*nt, ede'arly lM*ginning with anel 

oliservahle* to some* (‘xtent in shows sliipmt'nts 

rising ra])ielly in daiiiiary, semietinu's slowing elown (»r 
falling off in Fehruary (j)(*rliaps due* to the short(*r 
month), and rising again to a p(*ak for the* y(*ar in 
A[ar(*h. From this high point 8hipme*uts ele^cline*d gradu¬ 
ally to a low, whie'h is in l)e*<M*mlM‘r in tlire*e of the* tive* 
ye*ars of the* period 14:i‘Mlt27, In 1*4 lM and 1*4:>5 it is 
in duly, in e^ai'li <ef the'se* two ye*ars the* impre>ve‘me*nt 
was le*ss rapiel elnring the* autumn than if was afte‘r the 
turn of the* ye‘ar. 

44ie* e*X[)e*rie*ne<* of this e*ompaiiy furnishers a me>st 
striking e*xam[)h* of an e‘Xte*nde‘d change* in oreler basis 
in what has been e*alle*el the* hanel to-mouth Imying pe‘rieal. 
It is a (diange which may we*!! have* the* nmst care*ful 
stuely by those* fore*<*aste‘rs who timl signiHe*ance‘ in un 
filleel ord(*rs for stee*! eir ineh*eMl for any othe*r e*ommoelity. 
Inhere; is strong eviele»nce* that the* nmv(*me nt e>f untille*el 
orelc*rs e»e)rre*spemels (siiiea* F4Jd ) mne*h more* e*h»se‘ly te» 
the* shipments curve than c\e*r lK*forc. M<ire*over, there 
has lK‘en sin(*e* ll)2d a r<*gubir lag of shipme*nts Iw'hind 
unfilled oreh'rs of appre»ximate*ly eme* me>nth. Nothing 
approximating e*ithe’r of tln*se e)bse*rvations e*an Ik* made 
from the data prior to lf>2d. 
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It in el(»ar tliat no single (*on(*lnHioii ('oiicerning the 
order basis will ae<‘urat(*ly state* the ex]K*ri(‘ne(^ of the 
live coinnioditi<*s studied. What lias l)(*(‘u most strikingly 
true for the* eom|>airu‘s luaiiulaeturiiig shoes, liosi<*ry, 
and st(‘el has not lK‘en true for tin* inanufaetiirer of 
in(‘irs (‘lothing and was not true* for ev<*ry eanning com¬ 
pany studied. (i<*neral (*onclusions may w(*ll be deferred 
until aft(*r tin* (‘.Namination of the ord(*r basis of a 
numlx*r of imbistries, which is undertake*!! in the next 
chapter. 



CHAPTER V 


THE ORDER BASIS: CERTAIN INDUSTRIES 


A study of the order basis of individual companies 
indicates the differences and similarities which occur 
from industry to industry, from company to company, 
and from year to year. They reflect the vicissitudes 
which confront business men in their efforts to plan their 
activities. Necessarily, however, the experiences of 
many businesses must be combined into a composite 
picture, if one is to make generalizations concerning the 
order basis in various industries, or in industry as a 
whole. The making of such composite pictures of the 
order basis in some fourteen industries is attempted in 
this chapter.’ These industries, large in themselves, and 
embracing many businesses, may to advantage be thrown 
into some half dozen groups, and under such groupings 
they will be considered. 

^The sources of unfilled orders and shipments data which were 
used to compute the order basis ratio for each industry will be 
indicated where the industry is di8c\js.sed. In every case, except 
where otherwise specified, these data are published in the Survey 
of Current Bunnees. The order basis in every case in this chapter, 
excepti]^ in the section pertaining to canned goods, is computed 
by dividing unfilled orders at the end of each month by total 
shipments for the ensuing twelve months. Advance orders are 
placed for shipments which are to follow; and while the period 
during which they follow no doubt varies somewhat from industry 
to industry, it is believed that the period used is as satisfactory 
as any wmeh might have been chosen. 
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I. THE ORDER BASIS FOR IRON AND STEEL 

The several commodities which have been grouped in 
the iron and steel industry show sufficiently different 
trends to make it advisable to deal with them separately. 

Variation rather than uniformity is shown among the 
samples. The order basis for merchant pig iron shows 
a definite downw^ard trend.* (See chart on this page.) 


Order Basis for Merchant Pig Iron, 1919-1925 

(Unfilled orders at the end of each month aa a percentage of 
shipments for the ensuing twelve months) 



From slightly under 25 per cent in 1919, orders accumu¬ 
lated until at the peak in August, 1920, there were 
orders on hand for 102 per cent of the shipments 
which were actually made during the next twelve 
months. Then followed a decline, abrupt and almost 
continuous, until February of 1922. Since 1922 the 

• Unfilled orders and shipments, representing about 90 p>er <^nt 
of the production in strictly merchant furnaces, are compiled 
by the American Pig Iron Association and published in the Record 
Book of Bueinese Statistics, Part II, “Metals and Machinery,” 
p. 18, 
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order basis has improved and deeliiu*d with eoiisiderable 
regularity. During this time it has m‘V(‘r r(»a(*lH‘d more 
than '57 per cent—whieh point was almost tiniehcMl in 
Alareh, —nor fallen 1k*1ow l."» |K‘1* eenf. 1 h(‘ treml, 
how(‘vei\ lias l>een a deelinin^ oiu‘. Mort*ov(*i\ the ratio 
of or(h*rs to shipments has lietni more stabl(‘ since* 
than in tin* three* years precedi 

The ratio of untilh*d orders to shipm(*nts of stee*! sheets 
shows a curve somewhat like the ratio for pi^ iron.’ 

Okdbr Basis fx)r Stefx SiiKtn's, 1919-1927 

(Unfilloel orders at end of each month as pcrcc'ntairc* of shipments 
for the ensiling twelve months) 



(Sec chart on this pa^re.) I'he* hi;>:h, as in the* ease* of 
pig iron, was reacheel in August, 11)20, but it was l(*ss 
than 00 per cent. The d(*eline also continu(*d to Febru¬ 
ary, 1022, save for a slight increase* in the latter half 
of 1921. Since tliat time, howev(*r, there havt* lH*(*n dif* 
ferences in the two ratios. TIk! order basis for st<‘(‘l sh(*<*ts 
is tending to lK?come lM*tt(*r at the point at whitdi tin* 
data on pig iron ]aps<*s. During the last thr(*e years, 

' Basic data for steel sheets—black, blue, galvanized, and full 
finiflihed—representing almost all of the independent shect-stecI 
manufacturers arc compiled by the National Association of Flat 
Rolled Steel Manufacturers. 
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especially in 1925 and 192(>, the order basis for steel 
sheets has shown a tendency to improve. 

The data for steel barrels make it possible to show 
the ratio of unfilled orders to sliij)ments for the six and 
a half year period from July, 1921, to December, 1927.* 
(See chart on this page.) From the lowest point of the 
s(‘ries in Decemlxu*, 1921, tin* order basis for this product 
rose in 192.*? to a liigluu' ])oint than it has ever reached 
since that time. Uie ord(*r basis f(‘ll from early in 1923 

( )iu>KU Hvsis nm STf:Ki. R\iuiei s. 1921-1927 

(Untillcd onlfT" .it <‘n<l of <*M( h month as pcrcentagi' of shipment.^' 
for fh(‘ cnsniiig (wvivo months) 



until the miildle of D>2 K rose until the last of 1926, and 
dropped considerably in 1927. During the three years 
l!>2l-26 the iiiHueuee of the winter season is strongly 
marked, advance orders Inung high in NovemlH?r, Decem- 
lM»r, and January. The seasonality of the order basis 
for this prcaliict is similar to that of the order basis for 
steel sheets, ^lanufacttirers of this product, however, 
have through the period had a lanter basis for planning 

^ Basic data were compiled by the Steel Barrel Manufacturers* 
Association, 1921*1923. from reports of from 45 to 65 per cent of 
the industry, and by the U. S. Department of Commerce, Bureau 
of Census, 1924-1928, from reports of almost the entire indu8tr>^ 
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their operations than have the manufacturers of steel 
sheets. 

The curves for the three iron and steel products con¬ 
sidered are similar in certain respects. The order basis 
has greatly declined since 1920, though more in some 
than in others. It improved noticeably for each product 
with the improvement in business in 1923, and for each 
it shows a considerable seasonal movement since that 
time. 

II. THE ORDER BASIS FOR BUILDING MATERIALS 

The order basis in the field of building materials is 
represented by face brick, common brick, oak flooring, 
and enameled ware baths.* 

Unfilled orders for face brick have formed a more 
uniformly satisfactory order basis during the past few 
years than have those for common brick. The order 
basis for face brick has been steady during the period 
1925-1927, with a slight tendency downward which is 
particularly noticeable in the last year of the three. (Sec 
chart on page G3.) The situation has been slightly 
better than in 1922, but not so satisfactory as in 1923. 
In 1923 advance orders in proportion to shipments 
were greater than in any other year. 

In the six years considered, the seasonal movement is 
very definite. Unfilled orders come in rapidly from 

*Data are those compiled by the American Face Brick Associa¬ 
tion representing about 70 firms; by the Common Brick Manu¬ 
facturers' Association of America representing about 30 per cent 
of the total output: by the Oak Flooring Manufacturers’ Associa¬ 
tion representing about 90 per cent of the industiy^ and by the 
U. 8. Department of Commerce, Bureau of the Census, repre¬ 
senting from 98 to 100 per cent of the enameled ware industiy. 
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January through April or May and are lowest in Decem¬ 
ber. Shipments start upward one or two months later 
and drop off usually in January or February. The order 
basis reaches its highest point in April or in June and 
reaches its lowest in December. In 1923 the improved 
order basis is largely to be accounted for by the increase 
of advance orders. Shipments advanced as compared 
with 1922, but forward buying increased even more 
rapidly. The more recent downward tendency in order 

Oroeb Basis for Face Brick, 1922-1927 

(Unfilled orders at end of each month as percentage of shipments 
for the ensuing twelve months) 



basis, particularly in 1927, was due to the fact that orders 
were not placed in advance to the extent that they had 
been in preceding years. Shipments held up, but advance 
orders came down, the seasonal peak for shipments being 
slightly higher than in any of the preceding years of the 
series, and the peak for advance orders definitely lower. 

Unfilled orders for common brick rose rapidly from 
the middle of 1921 to the middle of 1923. The rise was 
broken by a six months’ decline in the latter half of 
1922, but then went forward to a point not reached 
since. Following 1923 the trend was downward. From 
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10*2») on, the order basis was eonstantly w(‘akenin^. 
(Sec chart on this page.) The cause is made clear bv a 
study of the detailed data, which show that while unfilled 
orders were declining, shipments were at first increasing 
and later decreasing less rapidly than the unfilled or(h*rs. 
The seasonal movement of untilh‘d ord(‘rs and shipnuMits 
is definite. There is some* slight (*vid(‘nee fhat advance 
ordering In'gins earlier than it did two or three years 


Okdkr Basis nai (’om.mon jnurK. 1923-1927 

(Unfillrd onlers at ('iid of oach month as pc rci nta^r of shipinc’nts 
for tho ensuing t\vc‘lv(‘ months) 



ago. ddie low point in 11127, IJiJO, and 1112.'> was 

in Octolnu* <u* .\ovemlK»r, untlllod ord(‘rs b(‘ginning to 
increa.^t* Indore the turn of tin* year. In 1112-1 unfilh*d 
orders did not In^gin t<» rise until Kebniarv, and in 1!122> 
th(»y startetl u|»ward in Janmirv. d'he movement of ship¬ 
ments usually fftllows the mov(*ment of unfilled orders 
by from thn*e to four months, 'riien* seems to 1 h 3 no 
evidence that orders for common brick are Ixniig plac(‘d 
nearer to shipping date. 

Extreme changes in the order hosts of an industni are 
shotvn by comparing unfilled orders and shipments of 
enumeled irare haths. (See chart on page* ) The 


otitra 
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record of this industry is tlu* more* interesting because, 
perhaps as well as any si!igl(‘ ])r()duct, it furnishes 
an index to the domestic buildiiij; trade. From 101b 
through 1027 the order basis in this industry has passed 
through four stages. During 1010 and 1020 unfilled 
orders rose from a v(*ry low point to one at which there 
wen* at tin* (‘nd of (•(‘rtain months orders for mon* than 

Okdku Basis nm Knamfxkd Warfj Baths, 1919-1927 

(Unfilird orders at end of each month as percentage of shii)ments 
for the ensuing twelve monthj?) 



NO per cent of out in* in*xt y(*ar's shipments. During 
this p(*riod shipments (‘ame to be many tinn*s as great 
as at tin* early part of the jieriod, but orders w('re 
pouring in so rapidly that they far outstripp(*d ship 
ments. Th(‘n came a rapid decline to a low jH>int in 
Deeeml)er of D>21. Sliipments followc'd a dissimilar 
course part of the time, rivsing vigonnisly while unfilled 
orders declinetl. There was thus a bri(‘f period in 1921 
and th(* early part of 1022 wh(*n the order basis was 
t'xtremely low, being at the v\u\ of certain months less 
than 4 per cent of the orders for tin* ensuing year. 

6 
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Shipments of baths continued to increase rapidly 
through 1923 and into the spring of 1924, but orders 
again poured in even more rapidly, causing the ratio 
curve to rise so that at the highest point in 1923 pro¬ 
ducers had orders for nearly 30 per cent of the following 
year’s output. Orders continued to furnish a good basis 
for production until the middle of 1924. From that 
point through 1928 a new era developed. The ratio of 
unfilled orders to shipments fell continuously. Unfilled 
orders at the end of certain months beeamc less than 

Order Basis for Oak 
(Unfilled orders at end of eaeli month as percentage 



shipments for the same month; and during almost three 
years, from April, 1925, to March, 1928, the unfilled 
orders on the books of the industry, at the end of any one 
month, were only once as large as the shipments of the 
ensuing month. Yet the volume of shipments has not 
noticeably declined. The peaks have beem as high or 
higher in every year since this situation has begun than 
they were in any other years of the series. It is a clear 
case of hand-to-mouth buying in the sense that while 
shipments arc good, which necessarily means a good 
supply of orders, many of the orders are not being 
placed in advance sufficiently far to permit them to show 
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at the end of the month as unfilled orders. This condi¬ 
tion is most striking in 1927, during which year the 
order basis is below 4.5 per cent every month. There 
is evidence of change in the late spring of 1928. 

The changed order basis in this industry has been 
accompanied by a marked increase in seasonality of 
shipments. In this instance, hand-to-mouth buying has, 
without doubt, resulted in a less stable flow of goods 
than was formerly the case. Orders being placed for 
immediate shipment are apparently not placed until the 

Fi/x)ring, 1912-1927 

of shipiiirnts for thr ensuing twelve* months) 





product is needed for building purposes. The building 
industry, in spite of recent improvements, is still a 
seasonal one, and the combination of forces results in 
a seasonal movement of the product. In 1920, 1922, 
1923, and 1924, wlien many unfilled orders were on 
hand, the product moved out with comparative uni¬ 
formity. Evidently the buyers were taking the goods 
when they could get them, and holding them until the 
time of use. It would be surprising were we to discover 
that stocks in the hands of sellers had not increased in 
this recent period of ordering for immediate shipment. 
(See pages 247-251 for discussion of this point.) 
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The order ha.sds ir the onh ftoorinc] industry is more 
substantial in the post-irar than in the pre-war period. 
(See eliart on pp. 6r>-6T.) This is tin* uunw significant 
Ix'caust' th(* industrv has Invoine nnieh more important. 
Shipnnmts in .lime, 102S, w(‘ro a])proximate]y t(Mi tinu‘s 
what fh(‘v wvvo in Jun(\ 1012. 

Ilaml-to iiKMith Imyini* appanmtly ])r(*vaihMl in this 
industrv from 1012 until lat(‘ in liMT). rnfillcd orders 
at the en<l of tlie inonth during that period were often 
no ^r(‘at<'r tlian thc^ shipnuMjts for tho tmsuiiiji^ month, 
and in 1011 and lOlo they woro fr('<jin*ntly less. The 
ratio of iintilhMl ordors to shi[»monts was d(‘elinin^. Late 
in 101.‘» a <*lian,e:e o(‘<mrn*d. l>oth shi|)m(‘nts and untilh^d 
onlers in(*reased. ShipimaUs in .May, l‘.M7, wen‘ mon* 
than three tim(‘s as hij^h as tliey liad hc^en in Jtiiu‘, 1012 ; 
hut orders had come in so rapidly that tin* ratio of 
unfilled or(lers to shipments for the ensuinir y(‘ar was 
hijrher in that montli than at any |>oint from 1012 to 
llt2>'. This <*oiidition of the order basis U'eaim* l«‘ss 
satisfaetory ( fmm the jMiiiit of \ lew of sellers) until 
toward tlie close of lOls; hiivin^ was hark on a hand 
to-mouth basis, atid shipments weii* (‘Xtremelv low. The 
Imh)!!! of lOUO and early I'020 ^ave the oak Hooriiif:: 
manufacturers an incnatse of shipimmts and an im¬ 
proved order basis almost etpial to that of 1017. But 
this ])osition was apiin lost by late 1020, whcm orders 
at the end of eacli month fell lx»low shi[mi(*ntH for the 
.same months and remained tlnuM! until late in 1021. 
Be^innin^ early in U021 shipments rose* rapidly and 
tfuided tipward stron^dy until late in 1025. 1'he forward 
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hnying did not appear until late in 1921, and even 
during the lx)om of 1923 unfilled orders never l^ecame 
nearly as great in comparison to shipments as they did 
in 1917 or li)19. \Vhih‘ unfilled orders were high and 
the basis upon which flooring inaniifactunTS could pro- 
(*eed was fairly good, huy(‘rs in this field never piled 
unfilled ord(*rs as far Ixwond imm(‘(liat(‘ r(‘quirements 
as was the cas(‘ in certain otli<‘r industries in the hectic 
post-war y(‘ars. lly tin* middle of 1926 advance ordering 
had h<‘come <juite e<»nservative and has e(mtiiHK‘(l close 
to the shipment line ever sin<*(‘. In 1927 the movtnnent 
of the ratio was downwanh and unfilled ordtTs seem to 
indicate that tin* ratio in 162s will ju’obably avt^rago 
about th(‘ sam(‘ as in 11>27. 

The situation, on the whole, is, as was indicated in the 
opening sentence, a Ix'tter one for sellers than it was 
prior to the war, d lu* ratio curve is higlnn-. The buyers 
of oak ilooring hav(\ nevertheless, a])p(‘ared to evidenet* 
a ndatively conservative attitude even during the boom 
years of 1923 and 1924. The yt^ars 1917) and 1921, in 
this industry, an* almost identical in the ratio of unfilled 
orders to shipments. The year 1927 shows a very similar 
ratio, although the business is enormously expanded 
in the last year. A sttuly of the d(‘tailed curves shows 
how similar has Ix'en the attitude of buyers in those 
three periods, and this has brought alnnit a similarity of 
tin* ord(‘r basis in spite of the ilifferenees in the volume 
of trade concerned. 
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III. THE ORDER BASIS FOR TEXTILES 

Unfilled order data for the hosiery and knit under¬ 
wear industries make it possible to add an industrial 
view of these representatives of the textile trade to the 
view given in the preceding chapter, by an examination 
of certain individual companies.* 

The basis upon which hosiery manufacturers may 
plan production declined from the middle of 1925 to 
1927, (See chart on this page.) This was almost en¬ 
tirely due to the decline in unfilled orders, as shipments 


Order Basis for Hosiery, 1924-1927 

(Unfilled orders at end of each month as percentage of shipments 
for the ensuing twelve months) 



showed very little change during the period. During 
1927 there was a very slight increase in order basis, but 
during 1928 unfilled orders dropped so much that 
it seems probable to suppose that the order basis will 
follow a similar course. There was a weakening of the 
order basis in the first half of 1924 and a considerable 
improvement in the last half of that year and the first 
half of 1925. These changes also are to be accounted for 
by the change in orders rather than the change in ship- 

*Data representing about 44 per cent of the hosiery industry 
and about 61 per cent of the knit underwear production are 
compiled by the U. 8. Department of Commerce, Bureau of the 
Census. 
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merits. Indeed, the greatest improvement in the order 
basis which occurred in a series of years came while 
the shipments curve was rising. Orders on hand, how¬ 
ever, were rising faster. Although much has been said 
of hand-to-mouth buying in hosiery, the charts do not 
show that as severe requirements are being made of 
vendors in this commodity as in many others. Even at 
times when the order basis is lowest, unfilled orders at 


Order Basis for Knit Underwear, 1920-1927 

(Unfilled orders at end of each month as percentage of shipments 
for the ensuing twelve months) 


1 . 


■H 




the end of the month call for more than 10 per cent of 
the next year’s requirements. Nor is there any time 
(except October, 1028) when the unfilled order curve 
sinks below the shipment curve. We have noted other 
instances where this has occurred and have dra^\7i the 
conclusion that under such conditions orders in consider¬ 
able part are being filled within the month of receipt. 
It seems certain that in this industry some companies 
are operating on advance orders to a much greater ex¬ 
tent than others. 

The basis of planning in the manufacture of knit 
underwear has been much more varied than for the 
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commoditi/ just discussed, (See chart on page 71.) 
With considerable seasonal nioveinent th(' order basis 
advanced steadily from to the end of This 

was dne, as can W seen l)v comparing the monthly data 
for unfilled orders and shipments, to a gr(‘at increase* 
in orders; for shipments were also advancing during 
this period. Although .diipments declined somewhat in 
there (*am(* a great drop in order's, ri'snlting in a 
(‘omparable droj» in the order basis. In August, 1!>24, a 
new inrush of orders, with ordy a slight iner(‘ase in ship¬ 
ments, improv(‘d tin* order basis. Since* the* s))ring e)f 
1025, however, the* trenel has lH‘e*n downward. This is 
cle*arly due to le*ss advan(*(* or<l(*ring, as shipnu‘nts have* 
not e*hange‘el notice*ably. There has lK*en in this industry 
le*ss placing of orde*rs ahe*ad afte*r 1025 than in 1022> ami 
ltt24, but no less than there was in l!t2l and 1022. 
Inele*e*el, the* curve of luiHlleel or<le*rs has ne*ve‘r Ih'cu 
Im*1ow that of the* curve of shipnH*nts e*.\ee*pting in De 
ce‘ml>e*r, 1020. Sin<*(‘ the* lM*ginning of 1025 manufac 
turers in this imlustry at the e*nd of tlie* month have* had 
on th(‘ir books, on the ave*rag<‘, orders for about 20 per 
ce*iit of the busiue*ss whie*h was shipped in the* e*nsuing 
twe‘lve months. 

IV. FUTURES BUYING OF CANNED FOODS 

The prece*eling cha|)te*r furnishe*d an illustratie>n e)f the* 
varied experiene*es of e*e»rtain canne*rs of fenal prexbicts 
ejf several types. Data have* be*e*u colle*cte*d, howe*ver. 
from a 8ufficie*ntly large* iniml)e*r of canning companies 
to give an iele*a of what has !M*e*n happe*ning te> fntnre*s 
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buying in all thr inijmrtant divisions of the canned foods 
industry/ 

For every type of canned foods the order basis shoivs 
a recent decline. Yet in the year 1U21 corn canners 
received advance ordiTs for a smaller percentage of their 
sales than in any otlau* yc^ar of the 17-year series. (See 
chart in this page*.) Ilo\v(‘vei\ buying of futures im- 


OHDKK HvSIS for ('WNhD C'oKN 

(Fiiturr of total >iiJrs for the 

irnii<*ate(i years) 

I. ALL UKFimTINO OORN ('\NNKRS. II. LKiHT (X)MPANIES REPORT- 

1911-1927 I\(; mR THE CX)NSECUTI\T5 

YH\Rs. 1918-1927 




proveil greatly from IUlM through lt)ii4, but has declined 
continuously since. In IH'JT the order basis was lower 
than at any otlnu' point in the seri(*s excepting 111*21. 

’The pereentane of the year's s:iles sold a.‘s futures is used to 
measure th(* order basi.s of canning companies. Data are replies 
tt) a qm'stionnaire st'nl to selected members of the National Can¬ 
ners Association. Each company which replied was given a number 
which will be used to designate it whenever its reconl is discusst'd 
indivitlually. Salmon i.s not represented in the indiustries that 
follow, as information was obtained from only two salmon packers, 
and the e\i>erience of each <»f these with futures appears on 
p. 51. 
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Moreover, the trend of futures buying has been definitely 
downward since 1911. Where the records of the same 
group of companies could be used for a series of years, 
the curves for their experience and for that of the all¬ 
companies group arc very similar.* Corn canners are 
justified in their belief that futures buying is not as 

Ord£b Basis for Canned Pe.\8 

(Future orders as a percentage of total sides for the 
indicated year) 

II. FOUR COMPANIES REPORT- 

I. ALL REPORTINO PEA CAN- INO FOR THE CONSECUTIVE 

NERS, 1912-1927 YEARS, 1918-1927 



good as it used to be.” But they are nut justified in 
the statement commonly heard, that a hand-to-mouth 
method of placing orders has existed since 1921 and has 
grown steadily worse. 

The order basis for canned peas has had a downward 
trend since 1917. (See chart on this page.) Although 

•The records of all companies reporting in each year, 1911-1027, 
and of eight companies each reporting for the period 1018-1927 
are shown in the chart. The combined experience of 15 companies 
each reporting for five years, 1923-1927 (not charted), is almost 
the same as that of all companies reporting for the same years. 
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in 1921 a smaller percentage of the pack was sold as 
futures orders than in any preceding year, 1026 marked 
the low spot for the series. In 1927 conditions were 
somewhat better than in 1926. Certain companies, as 
indicated in the curve which gives the history of four 
companies for the ten years 1918-1927, have been able 

Order Basis for Canned Tomatoes 

(Future orders as a percentage of total sales for the 
indicated year) 

II. FIVE COMPANIES REPORTING 

I. ALL REPORTING TOMATO CAN- FOR THE CONSECUTIVE 

NER8, 1911-1927 YEARS, 1922-1927 



to withstand the tendency towards less futures buying 
reasonably well.* Since 1925, however, even these com¬ 
panies have suffered severely from postponement in 
the placing of orders. In buying, both of canned peas 
and canned corn, 1915 was a bad year for futures, but 

*The combined experience of ten companies each reporting 
for the five years 192^1927 (not charted) is almost the same as 
that of all companies reporting for those years. 
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the drop was much loss iioticx'able in the sale of canned 
peas than in tlio sale of caniH'd corn. 

The order basis for tomato eanners has consistently 
1)0011 less high than for eanners of peas and corn. (Sec* 
chart on page 75.) Tin* proportion of the annual 
tomato pack ordered in advance , Inovovc*!*, has not de¬ 
clined as abruptly since or U.ejr) as have those in 

the oth(*r industries discu.ssi*d. For tomatoes, as for the 
other food products, 11)21 was a ba<l year for futun‘s 
buying. Following 1021, howewer, futures were sold 
freely through ll)2d or 1924. Since* that time tin* decline 
has lieen steady, but (*ven now the order basis for canne<l 
tomatoc*s is not shown to 1 h^ worse* that it was lM*tw(»(*n 
1013 and 1010." 

The order basis as shown by tin* proportion of or(h‘rs 
placed in advance is becoming le.ss satisfactory for every 
major type of canned fruit. ( See chart on page 77.) 
Whether we consi(l(*r clierric s, pc‘ars, or lK*rries, the per¬ 
centage of futures .sold in 11)27 is far 1h‘1ow that sold in 
1023. Future .sal(‘s of peacln‘S also declined greatly 
in 1027. Data for pears, available from 1010 through 
1027, shows futures buying in 1‘027 to be even lower 
than in either 1020 or 1021. That is, in each of the 
four types of canned fruit, there was less advance buy¬ 
ing in 1027 than in any other rej)orted y(‘ar. Movement 

**Tho charts showinK futun\s IniyiriK of canned tomatoes are, 
prior to 1923, not wholly rtHti.Mfaclor>', V>ecause of the limited 
number of companie.s. In 1921 there? were six companies reporting. 
Only two companies reported from 1911 to 1917. The combined 
ex|#erience of nine eompaiiie.s, 1923-1927 (not charted), i.s .sitiiilur 
to that of all companie.s rei>orting for those years. 
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toward less futures buying has not been regular, how¬ 
ever, in any of the canned fruits, and for three of them 
conditions were l)C‘tter in 1020 than in 192e5. Neverthe¬ 
less, as in the instances discussed earlier, fruit canners 
are justified in the feeling that futures buying is de- 
(‘lining. 

()Ki>h:K li\sis nm C AN.NKi> Fm iT. All Rkportinl Companies 

(Future' orders a.> a ixTce'UtajK' of total siiles for the 
indicated year) 

I. ( llKimV It. I'HMt III. BFntKY IV. PH\( H 

(W N N KR8 r \ N N ERS < ‘A N N ERS (W N N EKS 



Htv ran fif'd ffifuls luffiisfrif lifh^ lnui (I if’iiifi rk'flhi ff 
slnuHf finhr hasts. ()ih* of the most m>tic<*able facts 
(‘onceriiing (he order basis in the canned foods industry 
is that for all jiroducts a very high |H*rc<‘ntag(‘ has been 
futures business in all of the years consider(‘il. 

Ere(|uently canning companies nveive advance orders 
for more than IH) jier cent of their output year after 
year. Indeiul, there are some companies that receive 
onlers for 100 ptu* ct‘nt of th(*ir output.” No other in 


“Sco p. 51. 
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dustry for which advance orders have been examined has 
shown a basis for estimating future shipments com¬ 
parable to that of the canning industry. Tt would prob¬ 
ably be a mistake to infer that the recent futures decline 
in the canning industry means that this business is to 
turn into one which essentially produces for stock to be 
sold on some competitive basis after production. But 
it is indeed interesting that this great industry, de¬ 
pendent upon agricultural production and similar in so 
many ways to agricnltiire, should have a marketing sys¬ 
tem organized on a vitally diflFerent basis. The high 
order basis in the canning industry is about as far re¬ 
moved from the ord(T basis upon which farmers operate 
as one can well imagine. An industry in which the 
individuals have consistently averaged sales of from 50 
to 90 per cent of its output in advance of production has 
attained a system of marketing strikingly different from 
that of selling through a competitive exchange after 
production is complete. 

V. TWO UNCLASSIFIED INDUSTRIES 

Household furniture and industrial pumps, not fitting 
readily into any of the groups made, are considered 
here.“ Unfilled orders and shipments of household 
furniture manufactured by the companies in a number 
of associations are reported in the Survey of Current 
Business. Similar data for one of these associations 
were obtained directly from the association for a some- 

“ Again the ratio of unfilled orders at the end of each month 
divid^ by shipments for the ensuing twelve months is used to 
measure order basis. 
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what longer period. The changes shown by these two 
groupings are so nearly the same that only the grouping 
giving the longer history will be discussed here. 

Unfilled orders for furniture at their highest point 
since 1919 furnished only about half the order basis 
that was provided in the 1919-20 peak. (See chart on 
this page.) The order basis steadily improved during 
1919, reaching about 40 per cent of sales for the ensuing 
year in January, 1920. It then declined rapidly to the 


Order Basis for Household Furnitubb 

(Unfilled orders at end of each month as percentage of shipments 
for the ensuing twelve months) 



lowest point in the entire period, about 1 per cent in 
December, 1920. During 1921 and 1922 the improve¬ 
ment was slow, but steady except for seasonal fluctua¬ 
tions. During 192J1 the order basis declined to the 
moderately low level which has been maintained since 
then. During this last period there have been definite 
spring and fall seasons but very little change in yearly 
average. 

The order basts for industrial pumps has been good 
throughout all of the period 1919-1927.'* (See chart on 

*“Data for steam, power, and centrifugal pumps, representing 
about two-thirds of the industry, are compiled by the Hydraulic 
Society. 
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page 80.) The ratio of unfilled ord(*rs to shipments has 
varied a great dcuiK hut it was only for al)Out sixteen 
months^ from Octolxu*, to F(‘brmirv, that 

hand-to-mouth buying existed in the industry. During 
that j)eriod it did exist in tin* sense that unfilled orders 
on hand at the end of ea(‘h month w(‘re almost eontinu- 
oiisly less than onlers shi]>ped during the month. In 
.March and April, 1025, tlie order basis for industrial 

Okoek Basis for Inm stkial Pomps 

(UiiHlltil onlrrs at nul of «‘ach month pt'n t'ntano of shipments 
for tho ensuing twelve months) 



pumps moved upward, and the ratio of tintilled orders 
to shij)meiits tor the following y(‘ar has rmnaiiUMl in tin* 
neighlM»rlnK)d of U.t per cent. Uor the past three* years 
unfilled orders show a somewhat eyelieal movem(*nt, with 
a high eluriiig tlie snmnn'r or spring ami a low late* in 
the year. 

(dianges in tlie* ratio <»f mifille*e| orde*rs to shipments 
in this product have rersulteel almost entirely from 
e*hange*s in the* volume* of eu-elers on hand. Shipments 
have re*rnaineel surprisingly uniform fre>m ye*ar te) year 
Then* was seime ine*n‘ase* in HUB and 1B20, but no sticli 
striking growth e»f emtjtut as has Ikm*!! note*el in many 
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industries. This is an industry in which for the past ten 
year the actual unfilled orders could he taken as a very 
(dose approximation of tin* ratio of unfilled orders to 
shipments. 

.\n attempt to summarize the experience* of tin* several 
industries considered k‘ads to the word variety.’’ From 
industry to industry tin* order basis has varied, and 
within the ^ 2 :roupings made there has seldom been con¬ 
sistency. The evidence is clear, however, that a down¬ 
ward tr(‘nd has lH^<*n common since 1920, although a 
rise wliich oft(‘n (K*curs lM*tw('en 1921 and 1927—fre- 
([uently in 192o—mak(*s doubtful stat(‘ments concerning 
trend for the whole* p(‘riod. In those industries where 
the order basis in tin* pre-war years can be studied, one 
finds conviction that the order basis symptoms which 
w(* (*all hand-to-mouth buying have b(‘en present upon 
more than one earlier occasion. Moreover, wo may con- 
(*ludc that a changed order basis may result from various 
causes. Declining orders or mounting shipments may 
produce similar etT(X!ts, or a combination movement may 
show the same result. Finally, in certain lines of busi¬ 
ness the order basis is miudi higher than in most others 
and for (*(‘rtain goods the order basis nnnains at a high 
point throughout the period studi(*d. 


7 
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THE ORDER BASIS: BUYERS’ REPORTS 

Those who purchase view unexecuted contracts of sale 
differently than do sellers. Instead of speaking of ad¬ 
vance orders, orders booked, or unfilled orders, they 
speak of outstanding commitments, or outstanding 
orders. Data on these, as well as on unfilled orders, 
may be used to measure order basis. Enough of such 
data would picture the order basis of industry; for a 
given type of purchaser, they show the nature of the 
order basis furnished to his vendors by such a purchaser. 

Evidence on outstanding orders of two important 
types has been obtained and studied. First will be con¬ 
sidered the order basis furnished by department store 
purchases as shown by the ratio of their outstanding 
orders to their sales; second will be examined infor¬ 
mation secured from about one hundred thirty pur¬ 
chasing agents, which makes it possible to analyze the 
changes, if any, in the period of ordering ahead during 
the fifteen years 1914 to 1928. 

L THE ORDER BASIS FURNISHED BY DEPART- 
KENT STORE PURCHASES 

Over six hundred department stores reported out¬ 
standing orders by months to the Federal Reserve Board 

82 
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during the period 1920-1927/ The Federal Reserve 
Board then summarized these reports for each prin¬ 
cipal city, for each Federal Reserve district outside of 
these cities, for each Federal Reserve district as a whole, 
and for the United States as a whole. The data for six 
of these districts and for the United States as a whole 
have been handled in such a way as to ascertain whether 
the orders placed by department stores have been provid¬ 
ing a better or poorer order basis for the many manu¬ 
facturers from which purchases are made.* 

*The general collection of reports of department store orders 
outstanding by the Federal Reserve Board was discontinued in 
January, 1928. The data used in this study were furnished by the 
Federal Reserve Board from unpublished records. 

•These data as reported were not entirely satisfactory for this 
purpose, as they were expressed as percentages of total sales for 
the preceding year. Used thus, a change in the volume of business, 
as well as a change in the proportionate amount of advance 
ordering, would change the ratio. For example, suppose sales 
to be the same for 1922 and 1923 but larger in 1924. Then suppose 
outstanding orders to be a constant proportion of the sales for 
each year. When outstanding orders are expressed as a percentage 
of sales for the preceding year, the 1924 ratio would be greater 
than the 1923 ratio. Obviously this would not be a true measure 
of the change in order basis. To remedy this, an estimate was 
made of the ratio of outstanding orders for each month to total 
sales for the same year. About half of the stores which report 
outstanding orders to the Federal Reserve Board also report sales. 
Th^ are sumraariEed for Federal Reserve districts and for the 
United States as a whole and put in the form of an index number 
{Survey of Current Business, April, 1928, pp. 20 and 21). The 
average for each year of outstanding orders at the end of each 
month, expressed as a percentage of sales for the preceding year, 
was multiplied by the index number of sales for the preening 
year and oivided by the index number of sales for the same year. 
This method gives reasonably satisfactory results for the New 
York. Richmond, Atlanta, Chicago, and Dallas districts, where the 
number of stores reporting sales is almost as large as the number 
of stores reporting outstanding orders. It is somewhat less satis¬ 
factory for the Boston district and for the United States as a whole, 
where the difference between the number of stores reporting 
outstanding orders and the number reporting sales is greater. 
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There is a tendency for department stores to furnish 
a weakening order basis for their vendors. (See chart 
on this page.) Five of the six Federal Reserve districts 
for which estimates wen* made* show at least a slight 
trend downward in the ratio of outstanding orders to 
sales during the period to In (*verv district 


Ordesi Basis Fi rnishko »y Dkpvutmhnt Store Purchases in 
Designated Fedeii.\l He^^krve Distrkts. 1920-1927 

(Average for the year of outstaiuliiig onlers on hand at end of 
months, expr(‘ss('d as a i>«Tc‘entaKo of yearns sales) 
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for which data are available the order basis of 102(1 
was very much greater, in soim* instane(‘s twice as great, 
as that for any year since then. The (’hicago district 
show.s considerable change from year to year hut has a 
slight trend upward. In most districts the ratio in 1020 
i.« relativfdy liigh. In some instances the 1022 or tin* 
1025 ratio, or lx>th ratios, are higli. In every case, ex- 
cepting in the Atlanta district, tin* ratio in 1024 is 
lower than that in either 102»‘> or 1025. The ratio of 
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outstanding orders to sales in the Atlanta district shows 
a steady decline Ix^ginning with 1923. 

'fhere is much vni*iatiou in order basis among the 
different districts. The average of the order basis ratios 
for (»ach of the districts for dilTcuvnt periods of years is: 



Eight Years 

Seven Years 

Six Years 

District 

1920-1927 

1921-1927 

1922-1927 

Number 1, Boston ... 

. 6.8 

6.0 

6.0 

Number 2, New York 

. 7.1 

6.3 

6.2 

Number 5, Richmond 

. 6.7 

6.3 

62 

Number 6, Atlanta .. 


6.6 

6.6 

Number 7, Chicago . 

. .. ....! 91 

8.0 

8.2 

Number 11, Did las ... 


7.1 

7.0 

United State.'-’, all < 

h.-ifrict-s 


7.0 


It sliows that liostoii department stores offer their 
vendors the poorest basis for j)hinning, with Richmond 
and Xew York stores giving but little more. From the 
standpoint of the stores, this nutans buying on a com¬ 
paratively hand to-moiith basis, ('hicago has much the 
highest ratio of orders to sal(‘s.* 

A study of the outstanding orders each month for the 
Boston, X(*w York, .\tlanta, and Dallas districts shows 
that the variation of outstanding orders within a year 
is greatest in Dallas and least in Boston. Xew Y"ork 
shows less variation than Atlanta. The district having 
the greatest average ratio of outstanding orders to sales 
shows the greatest monthly variation in this ratio. In 
fact, if these four districts for which both types of data 
have been studied w(*re arranged in the order of increas¬ 
ing monthly variation, they would also arranged in 
the order of increasing average ratio of outstanding 

’Some of (he most prominent stores in Chicago did not report, 
however, which, no <tonl>t, in part accounts for this fact. 
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orders to sales. The variations within the year are 
definitely seasonal. 

There is some einden4:e that department stores in large 
cities furnish a weaker order basis than do outside 
department stores. The monthly variations of outstand¬ 
ing orders were computed for a large city in each of 
five districts. These variations were compared with 
similar variations for the ‘‘ outside.” The comparison of 
Boston and “ outside ” shows that outstanding orders 
vary much more outside ” than in the city.* (Sec chart 
on page 87.) The comparisons in the New York, At¬ 
lanta, and Richmond districts show similar, though 
less marked, differences. The Dallas district, on the other 
hand, shows very little difference between the two sec¬ 
tions. We have seen above that in those districts where 
the order basis was greater the monthly variation was 
greater. From this fact and the fact that the outside ” 
shows the greater variation the inference may be jus¬ 
tified that outside ” buyer.® give vendors a better order 
basis than do city buyers; otherwise expressed, do not 
exercise so extensively a policy of hand-to-mouth buying. 
The most probable explanation of the differences Ixjtwecn 
city and comparatively rural di.stricts is that the cities 
are more conveniently located to dealers who will furnish 

*In each Federal Reserve district data arc grouped for one or 
more principal cities and also for the remainder of the district. 
The part of the district not in any one of the cities separately 
considered is called ''outside.*’ 

* It was interesting to note that in 1920 the order basts for the 
city was far hi^er than for the country. It is probably safe to 
infer that the city buyers in that boom period were buying more 
speculatively than those in the surrounding territory. Tw in¬ 
ference is suggested also by the high deviation for Bo^n in 1920. 
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them with goods in small quantities on very short order, 
while the outside ’’ districts must order farther in 
advance in order to be sure to receive shipments in time 
for expected sales. The monthly fluctuations of the ratio 

Seasonalitt op Order Basis in Boston and '' Outside,” 1920-1927 

(la each area outstanding orders of department stores at the 
end of each month are expressed as percentages 
of preceding year’s sales) 



in city and outside ■’ districts seem to show a closer 
agreement in 1927 than in any other years. This may 
well mean that motor trucks, good roads, telephones, 
knowledge of stock-keeping, and other factors are urban¬ 
izing the buying practices of the “ outside districts. 

Although department store sates exhibit regular 
seasons throughout the period, there is evidence that the 
seasons for placing orders vary. (See chart on page 
88.) This variation shows an interesting relationship 



S8 


IL\ND-TO-MOUTH BUYING 


to changes iu ;i»;eneral Inisinoss coiulitions. So far as the 
spring season is c*onc(n*n(‘il, there are two y(*ars—192.‘I 
and 1927—when outstanding orders were higher in 
February than in January.* In ev(*rv otlnn* ease they 

OiTSTANDiNd Orders and Sales of Dei’ahtment Stores in the 
Uxmu) 8tatf.s, 1921-1927 

(.Monthly ami outstanding orders at tin* end of each month 

as percentage's of average monthly sales for 
1923-1925) 



were either the same or lower. The situation must be 
accounted for diff(*rently in the two years, however. In 
1923 orders were high in January, and the increase in 
February was apparently dtie to the boom in business 

* An estimate of outstanding orders which would be comparable 
to sales relative to 1923-1926 monthly average =1(X) was made 
as follows: Each monthly ratio of outstanding orders to sales 
of the previous year was multiplied by total relative sales of th<' 
previous year. 
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oonditions. This is borne out by the fact that even dur¬ 
ing the spring and summer outstanding orders wore 
maintained at an unusual lieight and that the order 
basis for the first six months was high. In 1927, how- 
(*ver, orders appear merely to have been postponed. The 
inerease was comparatively slight in January. More¬ 
over, the peak in February was followed by the usual 
s(»asonal decliiu'. 

The second seasonal rise in outstanding orders l^egins 
in May and n^acln's a peak in July in every case except¬ 
ing in 1921 and 1927. In both of those years the initial 
rise was postponed until June, and the peak was not 
reached until .\ngnst. It aj>p(‘ars reasonable to relate 
fh(' 1921 situation to the fact that in that y(‘ar the prices 
of such important departnumt ston' ittnns as silk, rayon, 
and cotton goods w(‘r(' declining sliarply for tlie first 
six inontlis of tin* y(‘ar, whilo liouse furnishings declined 
eonsideraidy, and i)oots and sIkk's somewhat. Inasmuch 
as th(*r(* was no significant decline in the prices of im¬ 
portant department store merchandise in the same 
p(*riod in 1927, it is reasonable to surmise that the hand- 
to-mouth buying of that y(‘ar reflected something of a 
policy rather than a means of meeting a situation. 

II. THE PURCHASING OF PURCHASING AGENTS 

Alnnit one hundred thirty purchasing agents located 
in various parts of the country, representing some twenty 
industry groups, and buying a great variety of materials, 
answered an inquiry as to how far ahead it had been the 
])raetiee of tludr company to place orders for two or 
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more important commodities purchased, in each of a 
number of years/ They were asked to give the informa¬ 
tion in days for each of the years: 1914, 1918, 1922, 
1924, 1926, 1928. In cases where one company gave 
data for more than one commodity purchased, that for 
each commodity will be considered as one report. 

A study of these reports does not give us a direct mea¬ 
sure of the order basis, but it does show what has been 
happening to the length of period in which orders are 
outstanding. It thus throws light on one of the important 
factors that determine the order basis. 

As the replies gave a variety of periods for ordering 
ahead for the various years, it was necessary to divide 
those reported into groups. Eight groups of the number 
of days orders were placed in advance were made as 
follows: 

Less than 14 
14 to 30 
30 to 60 
60 to 90 
90 to 120 
120 to 180 
180 to 360 
360 or over 

For each year the number of reports of advance orders 
falling within each of the.se groups was counted and ex¬ 
pressed as a percentage of the total numlier of reports 
for the year. 

A striking picture of the shortening period for order¬ 
ing in advance is made by the reports of purchasing 

* Those reporting were members of the National Association 
(A Purchasing Agents, through the courtesy of which organisation 
the study was made possible. 
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agents. (See table on this page.) The percentage of 
reports showing that orders were placed less than sixty 
days in advance increases steadily through the period 
so that it is nearly three times as great in 1928 as in 
1914. The percentage of those showing ordering from 
sixty to one hundred and twenty days in advance changes 
very little through the period except for an increase of 
nearly 20 per cent in 1922 and a similar decrease in 
1928. The percentage of those showing ordering farthest 


XuifBER OF Reports Showino Ordering in Advance, for Period 

Indicated 

(As a porcentaue of the number of reports for the year) 


Number of Da>'8 
in Advance 

1914 

(107 

reports) 

1918 

(128 

rejx>rts) 

1922 

(154 

re|x)rts) 

1924 

(173 

reports) 

1926 

(182 

reports) 

1928 

(184 

reports) 

Less than 14.... 

2 

1 

2 

2 

5 

6 

14 to 30. 

2 

1 

5 

5 

6 

8 

30 to 00. 

13 

13 

16 

24 

26 

33 

60 to 90. 

20 

16 

21 

20 

22 

15 

90 to 120. 

25 

26 

29 

23 

20 

19 

120 to 180. 

8 

13 

8 

8 

5 

4 

180 to 360. 

19 

17 

13 

10 

9 

8 

360 or over. 

11 

13 

6 

8 

7 

7 


in advance, one hundred and twenty days or more, de¬ 
creases steadily until it becomes just half as large in 
1928 as it was in 1914. 

The most common periotl for placing orders ahead was 
ninety to one hundred and twenty days in 1914; it was 
thirty to sixty days in 1928. The second most common 
period in 1914 was one hundred and eighty to three 
hundred and sixty days ahead; in 1928 the second most 
common v'as ninety to one hundred and twenty days 
ahead. 
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The average iiiimber of days of purchasing ahead has 
decreased. There were al) 0 \it 127 reports whieh gave 
(lata for each of the years 19 IS to 192S for whieh 
iiiforination was asked. The av(*rage of the iiuinlHir of 
days that these eom])aiHes ord(*red ahead in (‘aeh yc^ar 
is as follows:* 


1918. 140 

1922. 108 

1924. 101 

1926 . 94 

1928 . 88 


W('n‘ these (‘liaiiges causcMl hy all or a larg(‘ propor¬ 
tion of the eoinpani(‘s shifting to a sonu'what shorter 
p<‘riod ? They iniglit have hemi eanscnl l)y .some com¬ 
panies shifting from a very long perioil to a short one, 
while others (‘hanged p(‘rhaps not at all. do answ(‘r 
this (pu'stion, a count was made of tin* la'ports to sei* 
how many indieat(‘d a change in tlie |)criod of ord(*ring 
ahead during the yc'ars under consideration. ('ompari- 
sons were made of 1921 with 191 1, of U.t2s with U.)24, 
and of 1928 with 1914. d’he per(*entage of reports 
falling in ('aeli group is as follows: 


Ordering less far in advance 

No change . 

Ordering farther in advance. 


1921 

1928 

1928 

than in 

than in 

than in 

1914 

1924 

2914 

.. 42 

40 

58 

.. 52 

49 

:i6 

., 6 

11 

6 


It appears that .som(‘what more than half of the rejKirts 


*It will be noted that in this avenige reports of «mall and large 
coDcema are given the same weight, and that no account is taken 
of the fact that some commodities an? included more times than 
others. It is, therefore, as stated, men ly an average of the number 
of days rcpoi^d in each report and not an average numlMT of 
days of ordering ahead for thf‘ concerns included. 
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show a shortened period of ordering ahead when 1928 
is compared with 1914. Thirty-six per cent show no 
<‘liange, and 0 pen- ('(‘iit show ])lacing of orders for the 
same product fartlan* aliead than before. Tlic analysis 
of the reports for the two .shorter periods .shows that in 
each instance* aixmt half o{ the^ r(‘p<»rts showexl a change 
in practices, .'^oiik* .show<*d an (extended period, and about 
40 per cent indicated buying on a more hand-to-mouth 
basis. 

Tin* final conclusion on the order basis in the* light 
of Chapters IV, V, and VI must l>e that the trend of 
the ord(‘r basis of American industry has been downward 
since Dt20. Tin* variety of expeTiences through which 
Industrie's and individual companies have passed, how¬ 
ever, make* swe*(*ping state*nients hazardous. Caseys are* 
not wanting which contradict the geneTal trend, anel 
many instance's have be*en cited in which the trend iK'gan 
several years late'r than 1021, or appe'ared before D>20, 
or was broken in 1923, or in othe*r years. Aloreover, 
throughout the perie^l some industrie*s have maintained 
a higher orele*r basis than others have ever enjoyed. 
There is senne e*vielene*e on pre-war years: that from 
the ]>urchasing agents suggests that tlu*ir pre-war prac¬ 
tices were quite different from those now in vogue; that 
from the studies of advance orders of industries and 
individual companies indicates that ]>ost-war order bases 
have lM*<*n known in pre-war days. 

It is ind('<*d an interesting paradox that thiring a 
period when industry has lK*en expanding rapidly the 
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basis upon which it could be somewhat rationally pre¬ 
planned has been commonly a declining one. While 
business men must, since 1921, have been greatly con¬ 
cerned about future business, because of the lack of 
advance orders, the business has nevertheless generally 
been forthcoming. It may be said that it has been 
necessary for business men to have a greater faith in 
recent years than in the past. If so, it has been a faith 
in the general growth, prosperity, and stability of 
American industry rather than in the sanctity of 
contracts. 



B. THE SIZE OF UNITS IN THE 
FLOW OF TRADE 




CHAPTER VII 


THE MEANING OF THE SIZE OF UNITS 

In carrying on tli(‘ work of niodfrn ])ro(liiction, the 
task of or^aniziii^ spccMalizcMl producers into an effective 
unit is not tin* only probhnn io wliicdi specialization gives 
rise. A s(‘cond prohlein, on.‘ which lias heen the subject 
of much rmnit discussion among business men, is con- 
(‘criKul with the size of units in the flow of trade. It is 
with tlie size of units in tin* flow of trade that the next 
tlir(‘(* chajiters d(‘al. 

The business man in speaking of the size of units in 
trade speaks of " the size of orders." But there are in 
reality two concepts which must l>e distinguished. These 
are orders ” and shipments.’’ An order may call for 
a single shipment, or it may call for many shipments. 
It is possible that many orders may ho combined in a 
single shipment. Taken together, orders and shipments 
may be spoken of as the xinits in the flow of trade, the 
orders organizing trade, and the shipments following 
most commonly from the orders, but Ix'ing by no means 
always of corresponding size. 

Because the term orders ” is so generally used to 
apply to orders or .sliipments, or to both, without sharp 
distinction, it has l>een impossible in gathering data 
to distinguish definitely at all times, for all companies 
8 
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reporting, between orders and shipments. This being 
true, and it being the fact that in many lines of business 
orders and shipments correspond in size, it is best, while 
realizing that the units in the flow of trade are both 
orders and shipments, to follow the business man’s 
practice and use the term “ orders ” in his general sense. 
In certain cases, however, the distinction between the 
two can be made clearly and certainly. In Chapter X 
the relation between the size of orders and the size of 
shipments has specific consideration. 

For a number of years there has been widespread com¬ 
plaint that an increasing proportion of orders are small 
orders. This alleged decline in the size of orders is 
one of the most important business connotations of the 
phrase hand-to-mouth buying. The manufacturer com¬ 
plains that the wholesaler sends in orders which are so 
small that they frequently must he filled at a loss. The 
wholesaler complains that the retailer no longer buys 
in goodly units but demands an unaccustomed frequency 
of delivery of small orders. Even the retailer has joined 
his voice in the general chorus, complaining that the 
consumer is buying in smaller units and requiring more 
frequent delivery than has been the case in the past. All 
declare that the changed condition has brought new costs 
and new problems of market administration. 

Although it is the discussion of business men that has 
brought the small order question ” into the limelight, 
it is an eonomic as well as a business problem. It does 
not arise from the fact that we organize our industrial 
activity by private enterprise; it is a problem which 
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would concern a Socialist state as well. It is one with 
which Soviet Russia has to deal. It is inescapably related 
to specialization. As goods flow through the process of 
specialized production (discussed in Chapter II), costs 
can be kept at a minimum only if orders and goods move 
in the most economical “ quantities.” It is the alleged 
added costs of smaller units that brings complaint from 
business men; it is the probability that such increased 
costs in our productive machinery, if they exist, will 
eventually find their way to the consumer, that gives 
rise to social concern. Whether there are growing distri¬ 
bution costs due to smaller orders depends, first, upon 
whether there are smaller orders. The effects of dimin¬ 
ishing size, the probabilities that added costs will be 
absorbed or that they will be passed on, and a variety 
of methods used in passing them on, will have considera¬ 
tion later on. 

Our first question is, what is happening to the size 
of units in the flow of trade; or, in the language of 
business, to the size of orders? 



CHAPTER VIIr 


COMPARATIVE SIZE OF ORDERS 

The study of the order basis, just eoncluded, fur¬ 
nished suffieieut evidence that no ou(‘ Inisiness and no 
one industry can be taken as an evidence of the existence 
or extent of hand-to-mouth buying (‘oiiditious in another. 
This leads us to a study of th(‘ (*lian^(‘s in the size of 
orders, with the presumption that a rather varied amount 
of material should be examined. It is, of course, im¬ 
possible to study the chanj^es in th(‘ size of ord(*rs for all 
types of American industry, much h*ss for all businesses 
in an industry. Evidence has becni coll(H*ted, however, 
from a wide range of samples. The method of collecting 
that evidence has not l)een the same in every case; nor 
is the most satisfactory method of presenting it always 
the same. The samples, takini all together, justify gen¬ 
eral conclusions concerning lecent and current trends in 
the size of orders. 

The first sample to l>e considered is in itself a collec¬ 
tion of samples. It is a study of the size of orders among 
115 American manufacturers. 

I. SIZE OF ORDER CHANGES AMONG 
115 MANUFACTURERS 

As will become at once apparent, this study is an 
attempt to determine what has been happening to the 
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siZ(3 of orders among manufacturers generally/ Ko 
criteria were applied to the concerns studied excepting 
that they be manufacturers. In view of the often ex¬ 
pressed belief that orders are hecoming smaller, the 
iiKjuiry l)egan with the question, Art* orders l)ecoming 
smaller ? 

.1 decided majorihf of mantifnc Iurers reported a)i 
increase in the proportion of small orders, hut this re¬ 
port was not universal. In the statements from 115 
manufacturers concerning whether there had been a 
significant increase in the jn’oportion of small orders 
re<*eived in the past ten years, eighty-nine indicated that 
there had been such an increase. This is 77 per cent 
of the total. Twenty-six, which is slightly under a 
(piartiu* of those re])orting, replied that there had not 
been such an increase. Thus the report shows that 
approximately three times as many concerns have Ix^en 
experiencing an increase in the proportion of small 
orders as have not. These companies are of many sorts. 
The first ten that come to hand are: 


A manufacturer 

<i a 

it « 

a ti 

it it 

n it 

(i (( 

n a 

U (i 

it n 


of paint and varnish 
“ drugs 
** shot's 

“ dair>’ and poultry feeds 
** paper 
** refrigerators 
jewelry 
“ textiles 
soft drinks 
“ soap 


‘ This study was carried on with the cooperation of the American 
Management Association. The data was collected chiefly by 
questionnaires supplemented by correspondence. 
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Quite as interesting even though less numerous are 

those companies that have found no problem of small 

orders. Among these are: 

A manufacturer of asphalt 

“ spark plugs 

“ ** ** grinding wheels 

“ “ floor sweepers 

“ ** “ folding boxes 

“ greeting cards 
alarm clocks 

“ “ iron foundry products 

A number of companies reported that their orders were 
increasing in size. One such case was a manufacturer 
of laundry machinery, whose experience may reflect the 
decline of home industry in the transfer of the family 
washing to commercial laundries, or, if one prefers, 
the rise in the standard of living as shown by a demand 
for cleaner clothing. Another company reporting an 
increase in the size of orders was a manufacturer and 
retailer, through a chain system, of grocery products. 
Another was a manufacturer of typewriter ribbons and 
similar oflSce supplies. Still another was a maker of 
school and church equipment who reported: ‘‘We are 
constantly building bigger and l)etter schools and 
churches and these more elaborate structures make 
their orders average larger.’^ 

Not the least interesting report on increased size of 
orders came from the compilations of a number of life 
insurance companies which showed that the average size 
of ordinary life policy increased from $1779 in 1913 to 
$2953 in 1927. This is a gain of 66 per cent. When we 
realize that sales of life insurance in 1927 totaled ap¬ 
proximately $8,532,000,000—a figure more than a fifth 
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as large as the estimated volume of retail trade—^we 
realize that there is at least one large field of purchase 
and sale where the small order problem is not pressing.* 

It is one thing to believe that orders have grown 
smaller, another to know that such is the case and to 
know the extent to which it has occurred. Curiously 
enough many manufacturers who know that orders 
are growing smaller are very ready to admit that they 
might have difficulty in proving the change or its extent; 
that is, they have no carefully analyzed figures that 
demonstrate just what is happening in their business. 

Of the 89 that replied Yes, the proportion of small 
orders is growing/’ 20, or 22 per cent, said that they had 
figures that showed the change. Of the 26 replying that 
small orders are not increasing in proportion to large, 
8, or 31 per cent, said they had figures. Thus the manu¬ 
facturers who report no small order problem have statis¬ 
tics to support their opinion in 9 per cent more cases 
than those who report the proportion of small orders 
to ho on the increase. These findings are summarized 
as follows: 

Manufacturers reporting... 115 


Having figures. 28, or 24 per cent of those having an 

opinion 

R^orting an increase.89 

Having figures. 20, or 22 per cent of those reporting 

an increase 

Hearting no increase .26 

Having figures. 8, or 31 per cent of those reporting 

no increase 


“Durinijj approximately the first half of this period we were 
experiencing; a rising price level which might cause men to buy 
larger policies than before with a view to securing proportionate 
protection. But during the latter part of the period the increase 
in size of policies went on at about the same rate. 
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For any individual company, one conclusion may be 
drawn promptly from such evidence; that is, the need 
to know its own situation. Any concern may well dis¬ 
cover whether it actually has a small order problem and 
the extent to which it exists, if it does. No matter what 
exists in other business, a diagnosis of any particular 
business may show no small order prohlcnn, or it may 
show a very serious case of small ord(‘rs. 

The need for finding out the true state of affairs is 
not only indicated by the evidence we have just dis¬ 
cussed, which shows that not all companies know the 
facts, but it is emphasized by further evidence which 
shows that often what is known about small orders is 
known wrongly. A number of concerns which had re¬ 
plied that they had figures showing the increase in small 
orders made them available. In s(nTral instances a scru¬ 
tiny of these data showed no trend whatever toward 
smaller orders, and in some cases an increase in the size 
of the order was shown. This statement intends no dis¬ 
paragement to any reporting company. Such facts 
simply show how easy it is for anyone to misjudge a 
situation before he looks at the evidence. 

Below we shall look at figures showing the changes 
in the size of orders, not only for companies answering 
the inquiry l>eing discussed here, but for others. Before 
these figures can be understood, it is necessary to see 
how they may }ye prescMited. 

There is more than one method of measuring the size 
of orders, hut certain methods may he misleading for 
some purposes. One plan is to find a general average. 
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This may be accomplished by dividing the total sales 
by the numl)er of orders or invoices. Such a general 
average is worth determining, is usually indicative of 
changes from year to year, but may be misleading. If 
ill a given year a concern has received a few very large 
orders, the result may be to make the average size of 
order larger than in another year, even though a much 
larger percentage of the orders was made up of small 
orders. A hypothetical case which anyone may translate 
into terms of his own type of business will illustrate this 
point. Total sales for a given company in 1926 
amounted to $10,000; and in 1927, to $12,000, let us 
say. These sales, classified by size of orders, were as 
follows in the two years: 

1920 1927 

:iO urdt rs at each . $7,500 10 orders at $7C.'>.00 eaeli . $7,650 

10 “ “ 100.00 “ 1.000 .SO “ “ 80.00 “ 2,400 

40 “ “ 27.50 “ 1,500 60 “ “ :t2.50 “ 1,960 

l(X) “ “ $100.00 avera#je ...$10,000 100 “ “ $120.00 average ...$12,000 

In 1927 the average order of Company A was $20 
higher than in 1926, but the proportion of its small 
orders was greatly increased. Sixty per cent of its orders 
in 1927 were smaller than any taken in 1926. In 1926 
only 40 per cent of its orders came into a class called 
$80 or below, but in 1927 there were 90 per cent of its 
orders in that class. 

A second, and generally more satisfactory, way of 
measuring the size of orders is to work out some classifi¬ 
cation of orders which will fit the particular type of 
business involved and determine to w^hat extent, if at alb 
the small orders are becoming a larger proportion of the 
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total. No such classification can be made which will 
be satisfactory for every business. A thousand-dollar 
order may well be small in one business and unprece¬ 
dentedly large in another. A thirty-dollar order is good 
for one concern, whereas for another it can be filled 
only at a loss. 

Below is shown a classification which has been used in 
studying the actual orders of a given company. The 
data show, as did our hypothetical case, how the distri¬ 
bution of orders may shift from one year to another. 


1926 

Number of orders which were for: 


Under $5 . 895 

S5 to SIO . 938 

$10 to $15 . 677 

$15 to $25 . 733 

$25 to $50 . 650 

$50 to $75 . 148 

$75 to $100 . 81 

$100 or more. 72 


1927 

1,059 

1,030 

633 

685 

524 

137 

49 

54 


Only a glance at tliis table is needed to see that the 
proportion of larger orders fell off in 1027, while the 
proportion of smaller ones increased. 

Order history has not run a clear course. Its variation 
can be seen in the table on page 107, in which is sum¬ 
marized the experience of a number of manufacturers 
who contributed their ex|>erience “ with consent to pub¬ 
lish.’’ * In scrutinizing the figures in such a table, one 
must take account of several facts. First of all is the 
question of price changes. In this table most of the data 
are recorded in dollars and cents and are therefore some- 


•In practically every case there was also a request that the 
name of the company be withheld. 



































108 


HAND-TO-MOUTH BUYING 


what affected by price changes. For those companies 
whose recorded experience goes back ten years there 
is the double danger of two trends. From 1918 to 1920, 
at least until early in 1020, prices in general were ad¬ 
vancing, following which there was a general decline. 
From 191S to 1920, therefore, the average size of order, 
if the price of the goods in question was moving with 
general price changes, might be growing larger because 
of the change in prices. After that time, under the same 
conditions, it might have grown smaller.* But if we 
assume that the prices of all the goods have moved with 
general prices, it is significant if some are reporting 
larger and others smaller orders. 

Xor would much Im* gaiiUMl if all of these data were 
in some physical unit term ratlua- tlian in dollars and 
cents, as changes in the kind of goods sold take plae(‘ 
very rapidly with certain manufacturing cmnpanies. 
Most agricultural machinerv manufacturing companies, 
for example, have a iiuiuImt of items of iin|K»rtance in 
their lines now which either did not exist or were of 
comparatively small importance t(*n years ago. More 
over, an article of a given name is often not tin* same 
article from year to year. I'he tractor of 1927 is not 
the tractor of 1918 either in size, weight, character, or 
value. The same conditions hold true for other manu¬ 
factured articles to greater or less extent. 

Whatever the effects of price changes and of otluT 
modifying conditions, it is interesting indeed to see how 

hardly needs to be pointed out that it is impossible to 
determine an index number for each of these particular companies 
which would enable one to make price adjustments for them. 
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differently they have worked in different industries. 
Jewelry orders, for example, are lower on the average 
in 1927 than they were in 1922, for the company cited 
hero. Tint for every year between 1922 and 1927 orders 
averaged higher than in either of those years. Tf we 
look at the figures only from 1925 to 1927, there has 
l)een a rather marked decline. The optical goods com¬ 
pany, on the other hand, has experienced a comfortable 
increase in the average size of order in 1927 as compared 
with that in 1925, but the size of order drops noticeably 
in the one year between those two. Sales books went out 
in smaller averagi* orders, from the company whose 
experience is shown here, in 1927 than they did in 1918, 
but they have be(*ii larger for the past three years than 
for any year preceding until we get back to 1919. If 
we compare 1927 with 1921, we find a very substantial 
gain in the size of the average order for this company. 
The company manufacturing metal specialties has made 
a most decided increase in the average size of its orders 
during the [)ast six years, advancing such orders each 
year, with one exception, until at present it is two and 
one-quarter times as large as it was in 1923. The agri¬ 
cultural machinery company has also made a substantial 
gain in the average size of its orders in 1927 as compared 
with the period nine years before. But in the year 1921, 
which we ordinarily think of as a depression year in 
agriculture, its average order was at the highest point 
of the period. Ini 922 the average size of order dropped 
to 55 per cent of that of the preceding year. In each 
year since, however, there has been a gain. 
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Orders received by the manufacturer of paints and 
varnishes increased in average size from 1919 to 1920, 
but suffered a sharp break in 1021. There was a small 
advance in 1922, but the average size of order of this 
company has gone downward each year since that time 
with the exception of the year 1025, when a slight ad¬ 
vance was scored. The pump manufacturer experienced 
a drop in the average size of orders in 1022 as compared 
with 1921, but this was much more than regained in 

1923. A still further advance, though only a slight one, 
was made in 1924, and orders have remained at practi¬ 
cally the same size through 1926. The average size of 
orders for cameras has increased, ranging around an av¬ 
erage of about $62 for the years 1021, 1922, and 1923, 
then advancing to slightly over $67 in 1024, to $70 the 
next year, then falling off slightly in 1026 to reach an av¬ 
erage of over $73 in 1027. The general trend of the 
period has been decidedly upward.* The manufacturer 
of band instruments experienced a decline in the average 
size of order in 1921, when orders fell from $36-1- to 
$32-f-. This loss was more than made up in the ensuing 
year, however, and orders have advanced steadily in size 
every year since that time. The series of figures for 
heavy hardware show a considerable variation. However, 

1924, is the only year in which the average size falls 
below the average size in 1922, which was the first year 
of this series. The period closes with orders definitely 
larger than at the beginning of the period. 

•This manufacturer reports that the increase in the average 
mte of orders may be accounted for partly by the addition of 
wholesaleni, and partly by the addition of a moving picture camera 
to the line. 
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Not the least interesting is the experience of the two 
manufacturers of electrical supplies. Company A and 
Company B make essentially the same type of materials. 
Both are companies with a very wide distribution, but 
Company A sells a larger proportion of its goods in the 
East, while Company B is more particularly a Mid¬ 
western concern. Company A is the larger of the two. 
These two concerns have had experiences almost the 
reverse of one another. Company B^s orders have in¬ 
crease since 1924 from an average of $67.98 to an aver¬ 
age of $80.00. Company A’s orders have decreased from 
an average in 1920 of $70 to an average in 1927 of $52. 
Both have been working on the problem of small orders 
and in their communications have described some of 
their efforts to lessen the decline in size or order, which 
they believe to be general. The different results are with¬ 
out any doubt in part due to different policies with ref¬ 
erence to small order buyers.* 

It thus appears that the experience of nearly every 
one of these companies with res})ect to the size of orders 
has varied somewhat during the period for which its 
history is available. Yet certain general conclusions 
can clearly be drawn. Here are twelve companies, the 
experience of which ranges over somewhat different 
periods, but each of which has furnished figures run¬ 
ning well down into the years when hand-to-mouth buy¬ 
ing has supposedly been most widespread. Out of these 
twelve companies eight show a larger average size of 
order than they did in the year for which their figures 

• Methods of meeting the small order problem are discussed in 
Chapter XXI. 
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are first available, while four show a decrease in the 
average size of orders. That these changes are not al¬ 
together due to changes of price level or of types of goods 
sold is indicated when we note that exactly the same 
eight companies show a larger size of order in the last 
year for which they have furnished figures than they 
did two years earlier. Put another way, every company 
which has a larger average ord(u* in its last reported 
year as contrasted with its first reported year has also a 
larger average* order for the last year as contrasted with 
the second year prior to that time. Precisely the same 
statement may lx>* made for the other four companies, 
excepting that in each instance tlie more recent orders 
are smaller. 

These data should not lead us to tin* eon<*)nsion that 
more manufacturing companies are experiencing in¬ 
creases in orders than are experieinung decreases. A 
good many companies which were unable to furnish sta¬ 
tistics capable of tabulation did, nevertheless, show some 
reason to believe that their average size of order was 
growing smaller. One .soap manufacturer, for (*\ample, 
states: Our orders received during the five years pre¬ 
vious to 1922 averaged alKuit eight box(*s to the order; 
and from 1922 to 1925 al)out six Ixjxes to the order; 
and from 1925 to the present time this average has kept 
to about four boxes.^’ Such expressions need to be taken 
into consideration in drawing conclusions about the 
general condition of the size of orders. There are, more¬ 
over, further data in some of the evidence produced 
below which should be considered before a conclusion 
as to the size of manufacturers’ orders is reached. 
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II. THE SIZES OF ORDERS IN THE CANNING 
INDUSTRY 

Til answer to the questionnaire sent to members of 
tlie National Canners Association, seventy-three reports 
on sizes of orders were secured from more than forty-five 
canning coinj>anies scattered over nineteen states of tlie 
United States/ The figures dealt with canned corn, 
canned peas, canned tomatoes, canned fruits of various 
kinds, and canned salmon. The longest single company 
history on sizes of orders covered the *21 years 1007- 
1927, inclusive; anoth(*r l)egan with 1010; the others 
covered shorter periods of various lengths. The sizes of 
<)r<lers for each product are discussed s(q>arati‘ly.’ 

A. The Varying Sizes of Orders for Corn 


Data showing orders over various periods were 
secured from some twenty-three corn canning companies. 
The numlx*r of companies reporting on canned corn 
orders for each year was as follows: 


1910 ... 

...1 

1916 ... 

...5 

1922 ... 

...12 

1911 ... 

...2 

1917 ... 

...6 

1923 ... 

...14 

1912 ... 

...3 

1918 ... 

...9 

1924 ... 

... 15 

1913 ... 

...3 

1919 ... 

...9 

1925 ... 

...21 

1914 ... 

.. .4 

1920 ... 

...11 

1926 ... 

...21 

1915 ... 

...4 

1921 ... 

...12 

1927 ... 

...23 


’Several companies packed more than one commodity and, ns 
a result, made more than one report. Each company has been 
given a number by which it will be designated wherever its record 
is given individual consideration. 

*In using the phrase sise of orders” in connection with cjinne<l 
goods, it should be borne in mind that it is orders in the sense of 
orders placed that are involved. Orders are often taken which 
crop conditions make impossible of fulfillment. They are not. 
therefore, an adeqiiat<' measure, in the canning business, of what 
transpires in the shipping of the gootls. 
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As the number of companies reporting in each year 
increases, the data obviously become more representa¬ 
tive and less influenced by the record of any one concern. 
The information made possible a tabulation of orders in 
the following size groups:" 

Less than 50 cases 
50 to 100 cases 

100 cases or more, but less than half a car 
Half a car or more, but less than 1 car 
1 car or more, but less than 5,000 cases 
5,000 to 10,000 cases 
10,000 to 20,000 cases 
20,000 cases or more 


Proportion of Corn Can neks’ Orders in 
(Each size-group—in number of cases—as a percentage 



1. Number of Orders of Indicated Sizes 

In examining the chart on this and following page, it 
is worth while to begin with those sections that deal 
with the smallest orders, as they are the major subject 
of current discussion. 

The evidence on very small orders, those for less than 
fifty cases, supports the current belief that small orders 
are increasing. Small orders have averaged a distinctly 
greater part of the total number since 1920 than in the 

*For purpoees of approximation one may think of a carload of 
canned goods as 1000 cases, although it is frequently somewhat len. 
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period prior to that time. Very striking, in looking 
through the sections of the chart which deal with these 
orders, is the sharp increase which is observed following 
1920 and the way in which this increase is maintained, 
reaching a high point in 1927. Equally noticeable is the 
fact that in 1915 canners received a proportion of orders 
of this size unequalled by anything that has followed, 
although in r/}cent years the percentage of these orders 
has advanced, and in 1927 was almost as great as in 
1915. 


Indicated Sizfj-op-Order Groups, 1910-1927 
of designated yearly total, all reporting companies) 



The 1915 situation, so much like that in 1927, may be 
accounted for by several phenomena. It is, of course, 
possible that the data themselves are not representative, 
as there were only four companies which reported orders 
for canned corn in 1915. Yet this explanation seems 
doubtful, as each one of these companies reported a much 
greater number of orders of this size in 1915 than it did 
in any nearby year. It is probable, therefore, that the 
explanation is to be found in economic conditions. The 
year 1914 was one of depression with extensive unem¬ 
ployment, many failures, and definite commodity price 
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decline. Canned corn prices were also depressed in that 
year, and continued to decline until the last month or 
two of 1915, when there was a slight advance followed 
again by a decline. It is easier to acroiint for the in¬ 
crease in the proportion of small orders following 1920 
than it is to explain their continuance since that time. 
There was a strong downward trend of corn prices from 
the end of 1918 to March, 1921. Then came a vigorous 
rise, running into the fall of 1921. This was followed 
by a decline until the middle of 1922, when there came 
first a gentle and then a sharp rise, reaching a peak in 
the spring of 1925. The smbhui drop to the fall of lt^25 
changed into a slowly rising price through 192r> and 
1927. The period from tint middle of U922 until the 
spring of 1925 did not, therefore, give the same price 
reason for small orders as did 1915, or r920-21. Indeed, 
the trade journals report little liand-tomouth buying 
in that period, so far as placing business ahead was 
concerned. 

Orders for lots of fiflj/ lo otir liundrcd cases have 
varied widely as a percenfaye of the total number of 
orders. They show materially less evidfuice of increase 
than the smallest size of order. The numlier of such 
orders declined in general from 1910 to 1917, rose again 
to a high point in 1922, and after a second decline be¬ 
came a higher percentage of total in 1927 than in any 
year since 1910. A first glance at the chart showing tin* 
fluctuations in the percentages of the.se orders is likely to 
suggest that they have not varied greatly from year to 
year. Hut a more careful observation will show that, 
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measured in terms of a percentage of change, there has 
l)t»en wide variation. In 1917 these orders were 5.2 per 
cent of the total, as compared with 9.8 per cent in 1913. 
Ill 1922 tliey were up to 11.5 per cent, and in 192G were 
down to 7.5 p(*r cent. By 1927 they had increased to 
11.9 j)er cent. If we take only the last two years into 
consideration, one is justified in the statement that there 
has been a .sliarp increa.se in the percentage of orders 
which are in this class. If the past two years are com¬ 
pared with the years 1921 to 1923, this increase is much 
le.ss apparent. The average percentage for the seven 
years since 1920 is definitely higher than that for the 
preceding seven years, or for the whole of the period 
lieforc 1920. 

The percentage of orders for one hundred cases or 
more but less than half a car has been more uniform 
from year to year than the percentages of the groups 
previously considered. Two distinct trends are observ¬ 
able, however. The first of these is a downward trend 
from 1912 through 1917, and the second an upward 
trend from 1917 through 1927. The year 1917 with 
14.8 per cent has the lowest percentage for the series. 
As this order is in tlie ‘‘ small class, infrequency 
might well be expected in a war year. There was an 
increase to 20.3 per cent in 1918, however. In 1919 
these orders had reached 23.9 per cent of the total and 
never since have fallen Ixdow 20 per cent. The highest 
point reached since 1912 is 29.1 per cent of the total in 
1927. The average percentage of these orders is higher 
in the seven years following 1920 than in the seven years 
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preceding it, and higher for the second half of the period 
than for the first half. 

Taking the period as a whole, orders of the type under 
discussion are the second most frequent type of order 
received by corn canners. Indeed they have been second 
highest in frequency for every year of the period except 
1915 and 1927. In 1915 they were a smaller part of the 
total than orders of less than fifty cases, and in 1027 
they surpassed all other sizes of orders in frequency. 
Orders of this type have averaged 24.1 per cent of the 
number of orders received. 

The number of orders for one-half car or more, hut 
less than a car, in the period 1921 to 1926, made up an 
almost constant proportion of the total number of orders 
received- They became a larger part in 1927. Not only 
are they constant, but they are comparatively few. In 
the period 1921 to 1926, inclusive, there is not a single 
year when these orders are as large a part of the total as 
in any year prior to 1921. 

The period before 1921 contrasts with the later 
period in its irregularity. It shows sharp upward move¬ 
ments followed by gradual declines. From 20.4 per cent 
in 1910, there came a decline to 13.2 in 1912. From 
17.2 per cent in 1913 these orders dropped to 11.8 per 
cent of the total in 1917. The following year they were 
up to 19.0 per cent, following which came another 
decline. 

If these orders are counted as “ large,^’ there is evi¬ 
dence of a drop in large orders following 1920 from 
which recovery has been made only in 1927. If they 
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are counted small,” it is obviously small orders that 
have declined. 

In 1927 the carload order—that is, the order for a 
carload or more but less than five thousand cases “—for 
the first time in the eighteen years studied lost its plaice 
as the order of most frequent occurrence. The one hun¬ 
dred case order took its place as the modal order.“ 

There was.never a year prior to 1927 when orders 
of the carload type were not a plurality. Moreover, with 
the exception of three instances, every company re¬ 
ported orders in this group for every year. In 1927 the 
carload order not only yielded first place to the one 
hundred case order but the less than fifty case order was 
within one-tenth of 1 per cent of equalling the carload 
order in frequency. Thus while the carload order retains 
second place in frequency, that place is insecure. 

The significance of the carload order in the past is 
further emphasized bv the fact that a third to a half 
of all the orders n'ceived have l)een in this class. Ex¬ 
cepting only three years, these orders have for every 
year l)efore 1921 l>een more than 40 per cent of the 
orders received. Since 1920 they have never been more 
than 35 per cent of the total. 

In the period 1910-1921 orders for a car but less than 
five thousand cases varied in frequency, reaching a peak 
in 1917 and touching a low point for the period in 1921. 

“There is good reason to believe that a very considerable 
majority of these orders are for a carload rather than for amounts 
in the larger sizes of this group. 

“That is, the size of order which occurs more frequently than 
any other. 
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Since 1923 the trend has been definitely downward. The 
varied fre<juency has low spots in 1910/’ in 1915, in 
1921, and in 1927, thus giving it some appearance of a 
cyclical swing. No donbt to some eyes th(‘ form of tin* 
bars of the chart will suggest, rather, a tr(‘nd upward 
from 1910 through 1917 and a downward trmid since 
that time. 

One of the most striking condiis^ions to he drawn is 
the great increase in the frequency of the larger types 
of orders in the post-war as contrasted with the pre-war 
period. This is sho\\m particularly by noting what has 
happened to the three classes of orders for five thousand 
cases or more. 

Orders for five thousand cases or more V>ut less than 
ten thousand are much more freipient in the post-war 
than in the pre-war years. While this is n'adily seen 
in the chart which shows the average percentage of 
orders for all companies reporting, the number of com¬ 
panies involved, as well as the numlK'r of orders of this 
size secured by any one company, is so small that con¬ 
clusions concerning the.se orders expr(\sse(l in percentages 
are unsatisfactory. The experience of particular com¬ 
panies is more revealing. Uoinpany 12 and Company 48 
are most worth considering. With the exception of 
1917—a war year—Company 42 never received three 
orders of this size in any one year bef(»re thr year 1922. 
Hut it obtained three or more orders of that size in each 
of the years 1922, 1923, 1924, and 1925. ft received 
two such orders in 192fi and none in 1927. (V>mpany 

**Only one company reported for 1910, however. 
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48 never received as many as ten orders of this size, 
with the exception of the war year 1017, until the year 
1021, in wliich it received elev(‘n. It lias secured ten 
or more orders of this siz<‘ ev(‘rv year since 1021, reach¬ 
ing the highest number in 102r> with tiftecai such orders. 
In 1027 it received ten ord(‘rs of this siz(‘. 

The observation that those companies which have 
n^ceived orders of tlie larg<‘r siz(‘s received them most 
abundantly in the post-war period is emphasized by a 
study of orders for ten thousand cases or more but less 
than twenty tliousand cases. These large orders were a 
rarity until aft(‘r tlie war. This is lK‘st shown by the 
experience' of those (*ompanies whicli extends over the 
greate'r numlx'r of y(*ars. Comj>any 42, for example, re¬ 
ports OIK* sucli ord<*r in the year 1011, the earliest year 
for which it presents data. This company reports another 
such order in 101‘i but no more until 1018. From that 
year through 1027 ord(*rs of this size are reported each 
ye'ar with two c'xce'ptions, and in the last two years, 
respectiv(‘ly, thri'i* ordt'rs of this size were secured by 
this concern. Company IS, concerning which data are 
shown since the year ItMt), shows no such order until 
the year 1011. For ('V(*rv year succeeding for which 
data are given, with one exception, this company reports 
orders of this sizi*. 

Orders of the Uinjesl size—Itrenty thousand ca^es or 
more—are wholly a war and post war phenomenon,'* 

** Recalling the fact that there are approximately 1000 cases of 
com to a carload, it will be aeon that an order for 20,000 cases 
means a 20-carload order. 
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The year 1917 is the first year in which any orders of 
this size are reported. 

Again, the \ycst way of seeing the increase of these 
large orders is by examining the records of particular 
companies. There are two companies, the experiences of 
which were obtained as far back as 1910 and 1911, re¬ 
spectively, which at one time or another received single 
orders for twenty thousand cases. These two companies 
taken altogether received only one order of this size, 
and that one in the year 1917, until the year 1922. One 
of these companies, Company 4S, received its first order 
of this size in 1922, and has had one or two such orders 
every year since. The second, Company 42, received its 
first order of this size (except the 1917 instance) in 
1923 and has had from one to three orders of this size in 
each succeeding year. For Company 31 there is a record 
running back through 1918. This company received a 
twenty thousand case order in 1918 and one each year 
since. Whether it had similar orders prior to 1918 there 
is no way of telling. (On page 130 will be found a chart 
which shows the proportion of all orders for canned corn 
which were for less than a carload and those which were 
for a carload or over. The chart shows also the propor¬ 
tion of volume represented by these two types of orders.) 

The most natural explanation of this development of 
large orders in the post-war period is in the growth of 
chain stores and mail order houses and, in later years, 
of group buying. The gigantic buying power of these 
enterprises makes possible such purchases, and the neces- 
sity of supplying their many outlets may be regarded 
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as an urge toward assuring themselves of a large supply 
of required quality. 

Six conchtsioiis are justified concerning changes in the 
proportion of orders of various sizes. These may be 
stated as follows: 

(1) There are three types of less than carload orders 
received by corn canners that have shown a marked in¬ 
crease in relative frequency during the past few 
years.*’These are orders for: 

(a) Less than fifty cases. Such orders have aver¬ 
aged a larger percentage of the total number of ^^rders 
for the nine years since 1018 than for the nine years 
preceding that date. The percentage of such orders is 
higher in 1027 than in any other year but one for 
which data were secured. 

(b) Fifty to one hundred cases. These have aver¬ 
aged higher since 1020 than for the preceding years. 

(c) One hundred cases or moroj but less than half 
a car. For these the average percentage for the seven 
years since 1020 is higher than for a similar period 
preceding 1020. The percentage was higher in 1027 
than in any other year excepting 1012. 

(2) Xo one of these three types of orders has made 
up a larger percentage of the total number of orders in 
any post-war year than in certain pre-war years, 

** The phrase the past few years ” is used partly because it 
fits the current notions of the period when this phenomenon is 
supposed to have occurred and partly because the period of years 
when the facts described have ooaured has been longer in some 
instances than others. In no case does it extend before 1918. 
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(3) There has been a marked tendency for orders 
of these three types to he relatively infrequent in years 
of relatively hi«:h pric(‘s. 

(4) Twice before the current period—in liOT) and 
1921-22 resp(x?tively—have orders of the smallest size 
Ix^eii a lar^e part of the total number received. Follow¬ 
ing 1915 the relative frequency fell immediately and 
sharply; following 1921-22 it fell slowly and less far. 
Beginning with 1925 it has again risen constantly 
through 1927. Orders of the other two types in this 
small order class evidence a less marked and l(‘ss uniform 
response to the forces at work. 

(5) The changes that hav(‘ (K^mrred in tli(‘ relative 
frequency of orders have dethroned the carload order 
as the dominant om* in the <*anned corn industry. With 
an almost continuous fall in frecjuency since 1924, the 
frequency of carload orders has Ihmui exceed(‘d in 1927 
by the one hundred case order. 

(0) Orders of tin* three largest .siz(‘s—orders for five 
thousand cases or more - ~hav(» iK^come far more imj)or- 
tant in the post-war period. Of these, the largest sizo— 
twenty thousand cases or al)ove-—none was reported 
iM^fore 1917. 

The corn canning industry is in a small order era, 
but it is also in a big order era. The significance of 
the two types of orders as parts of the canning business 
will be given attention in the n(‘xt section. 

2. VoT.iJMK IX Various Sizks ok Orders 

In what has preceded the change in the relative fre¬ 
quency of orders of various sizes has been under exami- 
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nation. But what of changes in the volume of business 
done in orders of various sizes? It is obviously possible 
that a company may handle a considerably increased 
percentage of small orders and shipments and yet ship 
but little more of its product in small units. It takes a 
great many small orders to equal one large one in volume. 
Our question here is, then, to inquire what changes have 
taken place in the proportion of btLsiness done in orders 
of various sizes. 

But the reporting compani(‘s gav(‘ information only 
in number of orders and no returns on volume. To 
determine an approximate volume, r(‘presented by orders 
of th(‘ various siz(‘s for all the eom{)ani(‘s, it was there¬ 
fore necessary to assume^ an average number of cases per 
onh‘r in each ordm* grou]) and multiply this by the 
uumlKT of orders re])ort(‘d for that group for each com- 
l)a!iy for each year. 11 stunned reasonable for the purpose 
in hand to assume for the various order groups the fol¬ 
lowing numlHT of cas(*s.“ 

Assam e<l 
Number of 


Cases Per 

Onler Grouj) Order 

tlian 50 25 

50 to 100 ea.sos. 75 

100 ca.'^es or more. luU less than half a car.... 300 

Half a car or more, but less than 1 car. 750 

1 car or more, but l<‘ss than 5.000 cases. 1,000 

5,000 to 10,000 cas(’s. 7,000 

10.000 to 20,000 ca.*^s. 15.000 

20,000 cases or moiv. 20,000 


‘“It i.s not of fjreat importance that these estimates be mor<' 
than approximately acctmile, long as the same ones are applied 
for each yc'ar and to all the companies. It is only the changes 
from year to year that arc under consideration. 
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Strikingly different from the story told in the preced¬ 
ing section is that revealed by these data when we con¬ 
sider them from the point of view of volume. The most 
important diflference is the fact that increases in the 
number of small orders seem of comparatively little 
consequence. This does not mean, of course, that small 
orders have not increased to the degree indicated in the 
earlier section, but it does mean that such increases seem 
relatively insignificant when wo realize how small has 

Proportion of Corn Canners^ Business Done 

(Volume of business represented by each size group-^ 

yearly total, all 

SOTO fOO TO yf CA0 to 

100 Cam Cam 




nil I I I I 11 I I till 

been the increase in the proportion of output which such 
orders represent. 

The changing proportion of volume represented by 
various sizes of orders for all companies for all years 
considered is shown graphically in the chart on this and 
following page. We shall see that an examination of 
these verifies the general conclusions given above. 

Although the numljer of orders for less than fifty cases 
was over 20 per cent of the total in 1927,** these orders 

^^See pp. 114-116 for discussion of the number of orders in this 
group for various years. 



SIZE OF ORDERS 


127 


call for only 0,6 per cent of the volume of canned corn 
shipped. Indeed, in only one year (1915) of the entire 
period 1910-1927 have these orders ever accounted for 
more than 0.6 per cent of the total volume. 

Nor are orders in the fifty to one hundred case group 
of significance when translated into volume. While these 
orders have l>oon a little higher fraction of 1 per cent 
than has the preceding group in most years, there are 
only two years in the series when they are more than 

IN Orders of Indicated Sizes, 1910-1927 

in number of cases—as a percentage of designated 
reporting companies) 

CA 0 ro SOOO ro tOpOO ro 20.000 amo 



1 per cent of the total volume. These two instances are 
in 1910 and 1927, when they represent 1.2 and 1.1 per 
cent of volume, respectively. 

It is only tchen orders for one hundred cases are 
reached that the volume represented becomes significant. 
Accordingly, changes in the frequency of this size or 
greater are of real importance to canners. As will be 
seen at once from the chart, orders of more than one 
hundred cases but less than half a car advanced in 1927 
to 11 per cent of the volume shipped, and had been 
running in the neighlx)rhood of 6 per cent for the five 
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or six years preceding. From 1917 to 1021 they had 
averaged roughly 5 per cent, and prior to that time were 
about the same part of tlie total that th(\y were in 1927. 
The 1927 situation, therefore, appears to be a return 
to a condition which was somewhat normal before the 
war rather than a climax of post-war experience. 

Even in this group of orders the percentage of volume 
represented is much less than the percentage which such 
orders are of the number of orders received. To illus¬ 
trate specifically, orders of this size w(‘re 29.1 per cent 
of the numlH‘r of orders rec(‘iv(‘d in 1927. but they called 
for only 11 per C(*nt of tli(‘ eorii shipped. 

Orders for one-half a ear load or mor(‘ but less than a 
car have iK'cn of declining importanc(‘ as a part of the 
volume, but they exhibit a sharp gain in 1927. The 
downward tnmd is obs(*rvabl(* whetlnu' we lH‘gin in 1910 
or in 1918, the year in which the war ended. Increases 
in 1925 and 192G w'cre very slight. Even the 14 per 
cent of the volume represented by these orders in 1J)27 
is a smaller part of the total than that represented in 
several pre-war years. Yet tliese orders, like the one 
hundred case to half-a-car grouj), are im[)ortant. Tluw 
have never been leas than fi jxu* c(‘nt of the ord(Ts 
received. 

The proportion which the.'^c* orders are of the total 
numl)er of orders received is close to tlu? proportion of 
the total volume whi(!h these orders repr(*s(*nt. In 1927, 
for example, 14.8 per cent of the numl)er of orders re¬ 
ceived were of this kind, and 11 per cent of the volume 
was in such orders. In 1910 also 20.4 per cent of the 
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orders received were of this kind, and they accounted for 
20.8 per cent of the total volume. 

Orders in the carload group have shown a marked 
decrease since the war. While there was not a year in 
the series, prior to 1917, when these orders did not ac¬ 
count for more than half of the business done, there 
lias not been a year since 1917 when they have accounted 
for as much as 137 })(‘r <*(*nt of the business done. In 1917. 
rlie first year of a big drop, 40.8 per cent of the volume 
was in orders of this size. 

iloreover, the trend in carload business has been 
definitely downward in the past five years, the low being 
in 1927, when only 25.3 per cent of the business was 
done in orders of this size. This is roughly half of 
what was normal prior to 1917. Well may the corn 
canner ask what has Ix^come of the carload business. 

The aiuswer is that the volume of carload business has 
declined because the greater than carload business has 
grown. ]More marked than any other change except the 
decline of carload ord(‘rs is the increased percentage 
of business done in orders of five thousand cases and 
above. This will be seen at onc<' from noting the relative 
importance which these orders assume from the year 
1917 on. In the group of orders five thousand cases or 
more but less than ten thousand there is a definite trend 
upward. While the trend is less certain on orders of ten 
thousand cases or itiore, such orders were a small part of 
the total before 1917. They are, indeed, lacking wholly 
in many of the years InTorc that date. If orders in the 
three very large order groups were to l>c translated into 
10 
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carload orders and put into the chart showing the decline 
in carload orders, they would occupy a large part of the 
space left as a result of that decline. 

The significant growth of large orders for corn is most 
strikingly shown by contrasting a cumulation of orders 


Growth in Largb Orders for Canned Corn, 1910-1927 

(Data for each size group are given as percentages of yearly 
totals, all reporting companies) 



II. VOLUME OF BUHINI':H8 



for a carload and over with a cumulation of those for 
less than a carload. In the chart on this page the busi¬ 
ness done in orders of less than a carload is shown at the 
left; those for a carload or more at the right. This chart 
indicates at once that the percentage of business done 
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in less than carload lots shows no significant changes 
from 1921 until 1927. In general there was a slightly 
downward trend, with a sharp upward jump in 1927. 

It should be noted that although the percentage of the 
number of orders for less than a carload was slightly 
higher in the post-war than in the pre-war period, the 
percentage of the volume done by such orders was much 
smaller after than before the war. In other words, 
canners have had to handle more of these small orders 


Growing Importance op Very Large Orders for Canned 
Corn, 1910-1927 

(Orders for 5,000 or more as porcentaiies of respective 
yearly totals, all reporting companies) 

I. NUMBER OF ORDERS 11. VOLUME OF BUSINESS 



since the war to get the sanH‘ volume. On the other 
hand, the business done in orders for a carload or more 
tended upward until 1925 and showed no decline worth 
noticing until 1927. This increasing volume was, more¬ 
over, done with fewer orders. 

A cumulation of all orders for five thousand cases or 
over emphasizes the new importance of large orders since 
1916. (See chart on this page.) In 1917 these large 
orders accounted for more than twice as much of the 
volume as they did in 1916. They have averaged more 
than half the total volume since that time and have 
increased in importance until 1927. 
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B. The Sizes of Orders for Canned Peas 

The canners of peas have expressed as much concern 
about diminishing size of orders as have corn canners. 
What have been the facts regarding their orders ? Data 
were obtained from seventeen companies representing 


Sizes op Orders of All Reporting 


(Number of orders and volume of business represented 

of respective 


I. NUMBER 



^ 0 - 


LtSS TMAM 
50 


ST 

«$ I Sl 


50 TO 
MX 


MX ro 


ri. volume 
CdM ro 

CAlt 



twelve states and all of the principal pea-growing areas. 
One company reported its experience from 1011 to 1927, 
inclusive, a period of seventeen years. The histories 
of the other companies varied from sixteen years to two 
years in length. 

Canners of pens are justified iu their impression that 
small orders are inereasing as a percentage of the total, 
{See chart on pp. 132-133.) This is the fact whether wc 



SIZE OF ORDERS 


133 


consider orders of less than fifty cases, orders of fifty 
to one hundred cases, or orders of one hundred cases 
to half a car. The second of these three groups has 
advanced least in relative frequency. Both of the others 
have shown sharp gains since 1020. 

Pea Cannebs, 1911-1927 

by each size group—in number of case^—as percentages 
yearly totals) 

OP ORDERS 

Cam to 5.000 to 10,000 to ^OPOO aho 



OP BUSINESS 
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In their growing relative frequency orders of these 
three classes show a more pronounced gain since 1921 
than do orders for corn in the same size groups. This is 
particularly true of the orders for less than fifty cases. 
(See pages 114-115.) 

Moreover, t\w increased frequency of orders of these 
three sizes is, for peas, more definitely a post-war matter 
than is the case with canned corn. If we look again at 













134 


HAND-TO-MOUTH BUYING 


the chart showing frequency of various kinds of orders 
for corn, we shall see that small orders have at various 
times in the past been as frequent as they are at present. 
This is not true for peas. 

Orders of the three small sizes, particularly the two 
smaller sizes, represent even now a very small part of 
the total volumef' The volume of business now done in 
lots of one hundred cases to half a car has, however, 
increased considerably, being slightly above 10 per cent 
of the volume in 1926. The noticeable increase in the 
amount of volume called for by these orders has occurred 
since 1920. 

Orders of one-half car up to those of the largest size 
show various changes through the period. Some of them 
are decidedly different from the movements noticed in 
studying corn orders. The orders for one-half of a car 
to a car are becoming relatively less frequent, though 
they have, since the war, been a slightly larger percent¬ 
age of the volume.” Orders for a carload or more but 
less than five thousand cases have become almost con¬ 
tinuously less frequent since 1918. They are at the low¬ 
est point in 1927. While orders of this size represented 
more than half the total number of orders until 1918 
and were by far the most fre(juent type of order received 
until 1923, they lost this place in 1925. In 1925, 1920, 
and 1927, they have been outnuml)ered in relative fre¬ 
quency by orders for one hundred cases to half-a-car and 
by orders for less than fifty ca8(?8. In 1927 they were 

"Yolume it estimated by the tame weighing proceta that was 
used in estimating the volume of com. (See page 125.) 

* ^Orders of this site, for com, with the exception of the year 
1927, show almost opposite trends. 
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only 18.7 per cent of the orders received, while orders 
of one hundred cases to one-half a car were 28.2 per 
cent. The percentage of volume represented by these 
orders, however, does not show any serious decline. This 
conclusion differs radically from that reached in con¬ 
sidering orders of this size for canned corn. (See 
page 129.) 

Orders for peas in the larger size groups appear to be 
trending downward in relative frequency and to show 
no gain as a percentage of the volume. This is true of 
all of the three groups considered. While in all three 
the proportion of volume represented by these orders is 
holding up reasonably well, there is a contrast with the 
gain in this resjun^t noticed in the study of canned corn. 

We may conclude concerning orders for peas: (1) 
that smaller orders are showing a greater tendency to 
increase in relative frequency than is the case with 
orders for canned corn; (2) that carload orders are 
being rcwived with less relative frtx|uency than for¬ 
merly, are no long(‘r the moilal order, and are of some¬ 
what less importance as a part of the volume; and (3) 
that orders for five thousand cavses or more are less fre¬ 
quent and are not accounting for an increased proportion 
of the pack. 

In the chart on page 130 there are cumulated into 
orders for less than a carload and orders for a carload 
and over tlje same data that we have just been con¬ 
sidering. 

Orders for a carload or more are becoming of less 
significance than formerly to pea canners, Tn this cumu¬ 
lative chart the great growth in relative frequency of 
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orders for less than a carload stands out strikingly, while 
the decline in orders for a carload or more is corre¬ 
spondingly noticeable. This chart shows, as did our 

Dbcunb in Largb Orders fx>r Canned Peas, 1911-1927 

(Data for each size group are given as percentages of respective 
yearly totals, all reporting companies) 

I. NUMBER OF ORDERS 



II. VOLUME OF BUSINESS 



more detailed study of peas, that the sharp growth in 
small orders has occurred since 1020. But it shows also 
that certain earlier years saw a very large number of 
such orders, 1915 being an outstanding case. This 
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cumulative chart also indicates the increase in per¬ 
centage of volume in less than carload orders since 
1920, and corresponding decline in volume called for 
by orders of over that size. The pre-war year 1915 is 
again noticeable as a year of small-order business. It 
was, indeed, a year when a larger proportion of volume 
went out in small orders than in the post-war year 1922. 

Varying Imtoutance of Very Large Orders for Canned 
Plus, 1911-1927) 

(Onlrrs for 5,000 cases or more i\s percentages of respective 
yearly totals, all reporting companies) 


I. M’MBER OF orders II. VOLUME OF BUSINESS 



Orders for five thousand cases or more have apparently 
been less in relative frequency and in* relative impor¬ 
tance since 1920. (See chart on this page.) Yet this 
conclusion must be reached with caution. There was a 
steady d(*cline from 1911 to 1915 to a point where they 
were a smaller part of the volume than they have been 
in any post-war year. There is reason to believe that this 
fall was halted by war demands and that by the time 
these were over new buying forces—the expanded chain 
store and mail order house, and group buying—had 
checked the tendency to decline which was so clearly 
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noticed prior to 1916. It is quite probable, therefore, 
that orders for five thousand cases or more are in a 
more promising position than before the war. 

C. Sizes of Orders for Canned Tomatoes 

The evidence secured on sizes of orders for canned 
tomatoes is less satisfactory than that obtained for corn 
and peas. The period covered by certain reporting com¬ 
panies is gratifyingly long, one company’s record run¬ 
ning from 1907 to 1927, inclusive. The data furnished 
by a second company cover the years 1911 to 1927, but 
with an unfortunate gap at an important period, due 
to a discontinuance of packing. Sixteen companies 
reported altogether; but a considerable number of these 
provided information only for a three-year pe^riod, and 
the great influx of companies in the last three years 
caused the data for those years to l)e im^omparable with 
those that preceded. The records of fo\ir companies were 
obtained for the five years 1923-1927, and a careful con¬ 
sideration leads to the conclusion that the combined 
records of these'four companies is sounder evidence of 
conditions generally than the combined records of all 
the companies reporting. To show what has l)een happen¬ 
ing to the sizes of orders of canned tomatoes, it has, 
therefore, seemed best to present the history of two 
different companies for the entire period for which each 
reported and to follow this with the data of the four 
companies above mentioned. 
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1. The Record of an Eastern Canner 

In the chart on pp. 140-141 is shown, for a period of 
twenty years, the variations in the sizes of orders of an 
important Eastern tomato canner (Company 35). 

This company shows no increase in frequency of small 
orders during the past three years. At least this is true 
of the two smaller types of orders. There has been an 
important increase in the frequency of orders of from 
one hundred cases to half a car. Curiously enough, 
orders of this size, which for this company one would be 
inclined to think of as in the small order class, have 
been most frequent in 1909, 1917, and 1927. It is diffi¬ 
cult to relate this situation either to a theory that such 
orders increase in years of business depression, or to the 
idea that 1927 has been, in the number of small orders 
rweived, comparable to years of business depression. It 
should be noticed too that orders for one hundred cases 
to less than half a car were higher in 1908 than they 
have been in any but the three years just mentioned. 
The carload business of this company has been declin¬ 
ing almost steadily since 1920, although the years 1922, 
1923, and 1924 showed an advance in the frequency of 
such orders. On the other hand the volume of business 
done in carload orders has been increasing during the 
past three years and is now well up with the average 
of all the years shown. The most severe decline in car¬ 
load business as a proportion of the volume for this com¬ 
pany came between 1911 and 1916. The years since 1921 
have averaged much better in this respect than the years 
in that period. 
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An examination of the distribution of the three larger 
types of orders explains some of the conditions just dis^ 
cussed. For example, the volume of business done by 
this company in orders of ten thousand to twenty thou- 

SizBS OP Orders for Canned 

(Number of order:s and volume of business represented 

of respective 

I. number 


L£SS tham so to fOOro to 



sand cases advanced steadily from 1907 to 1910. It was 
into this group of orders that the carload business was 
going. In 1917 carload orders again came to the front, 
taking 81 per cent of the company’s business; but in 
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1918 such orders lost much of their importance, for the 
company secured two orders for over twenty thousand 
cases, which altogether called for nearly half of their 
volume.** In 1919 this company had no orders in the 

Tomatoes, Company 35, 1907-1927 

by each size grouj^—in number of cases—as percentages 
yearly totals) 

OF ORDEKvS 



OP BI SINBBS 



smaller classes and did only IG per cent of its business 
in the carload group. Eighty-two per cent of its volume 

Ah a matter of fact, one of these orders was for 40,000 cases 
and the other for 23,000. 
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was taken up by orders of ten thousand to twenty thou¬ 
sand cases. 

The real post-war shift for this company has not been 
to small orders "" but from large orders to orders in 
the carload class. Study of the volume in specific years 
since the war will show that the shifting in business has 
been in three groups ranging from a oar to upward of 
twenty thousand cases. 

This company’s history contrasts interestingly with 
the experience of corn cannors in that we have here a 
larger number of very large orders prior to the war than 
has been the case since. A glance at pages 120-122 and 
129 will remind us that big orders in corn were practi¬ 
cally unknown prior to 1917. 

This company’s records should not be hdt without 
indicating that much of its history can Ixi explained 
in terms of its own business practices and achievements 
fully as well as it can in general business conditions. In 
certain years it has Ik'C’U able to s(‘(‘ur(» enormous orders 
from well-known preservers and chain-store buyers and 
to secure very large ord(‘rs from whoI(\saI(Ts. Such orders 
account for the situation in 1018 and 1010 particularly. 
They account for it in part in 1020. It would be difficult 
to bring better evidence to show the necessity of any 
one company studying its own situation before conclud¬ 
ing that it was wholly within the grip of general busi¬ 
ness conditions. While those conditions which were 
supposed to multiply small orders were plentiful in 1920 
and 1921, this company was not troubled by them. 



Sizes of Obdbbs fob Canned Tomatoes, Company 42, 1911-1918 and 1922-1927* 

(Number of orders and volume of business represented by each size group—in number of 

centages of respective yearly totals) 



* During years 1919-1921 no orders for tomatoes were received by this company. As only one order 
received in 1918, one in 1922, and six in 1923, the percentage distribution for these years must not 
considered representative. 
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2. The Record of a Western Canner 

As this company (Company 42) canned few if any 
tomatoes from 1918 to 1923, its record breaks into 
two sections. These may be compared to advantage. 

A comparison suggests at once that the smaller types 
of orders were relatively fully as frequent in the earlier 
period as they are in the latter. (See chart on page 143.) 
This is true of all orders up to half a car. It is also 
noticeable at once that a given percentage of small orders 
is now calling for a smaller proportion of volume than 
was formerly the case. Half carload and carload business 
is much less important to this company since the war 
than it was before it, but orders for five thousand cases 
or more have become significant. Beginning with 1922 
such orders have always been more than 70 per cent of its 
business. In only one year prior to the war period were 
any such orders secured. Because of tln^ gap in the 
record it is impossible to tell at what ])eint these larger 
orders began to be significant, but the shift to such orders 
in the post-war situation is obvious. In its post-war 
growth in larger orders, the record of this tomato can¬ 
ning company is quite in line with records of corn 
canning companies. 

3. A Study of Four Companies for a 

Five-Year Period 

The five-year history of four companies combined 
leads to the conclusion that the most important shifting 
in sizes of orders for tomatoes is among the larger types 
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of orders. The chart on this page shows a decline in the 
frequency and significance of tlie smallest orders and a 
vsharp increase* in the freepunicy and significance of orders 
from one hundred cases to half a car. But the shift in 
volume accounted for from year to year has been taking 
place in orders from a carload up. Carload orders have 
been declining both in frequency and as part of the 
volume. But in the first three y(*ars of the period orders 

SiziEs OF Orders of Four Tomato Canners, 1923-1927 

(Number of orders and volume of busine.ss represented by each 
size group—in number of cases— as percentages of 
respective yearly total.s) 

I. numbeh of orders ii. volume of business 



of five thousand to ten thousand cases advanced rapidly 
to take up the volume lost to carload business; and while 
these dropped off, as did carload onlers, in 1020, a still 
larger type of order appeared for these companies— 
the order from ten thousand to twenty thousand cases. 
Tt appears then, that for these four companies two 
significant things arc occurring. The smallest types of 
orders are diminishing in fre(|uency; the moderate 
orders—those from one hundred cases to half a car—are 
becoming more common ; and orders of large size, that is, 
five thousand cases and alxive, have l>een playing an 
increasing role. 

11 
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D. Sizes of Orders for Canned Fruit 

The fruit pack of the United States represents a very 
wide variety of commodities grown in various propor¬ 
tions in widely scattered sections of the country. Data 
concerning the sizes of orders received for pears, peaches, 
pineapples, berries, and cherries were obtained for vary¬ 
ing periods of years. The data on berries and cherries 
were secured from only one company, but these data 
fortunately cover a period of seventeen years, from 1911 
to 1927, inclusive. The same concern (Company 42) 
also furnished data on orders for canned pears for the 
same number of years. Seven other companies furnished 
information on canned pears for periods varying from 
one to nine years. Tint statistics on the size of orders 
for peaches were secured from four companies for 
periods of from one to four years. Only one company 
(Company 25) reported on pineapples, this report cover¬ 
ing a three-year period. Because of differences in the 
data and in the periods involved, it is best to consider 
these commodities separately rather than in a general 
compilation. We shall examine first the returns on 
pineapples, thus disposing of what is the least signifi¬ 
cant data. 

1. Pineapples 

Company 25, a very large concern, reported on sizes of 
orders received for pineapples. The record covers only 
three years. 

For aM of the period reported this company has done 
a large part of its business in small orders. In each 
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of the years reported, more than 90 per cent of the 
orders received have been for less than half a car. Over 
65 per cent of the company’s volume has also been done 
in these small orders. The two smallest types of orders 
have been decreasing in relative frequency. The volume 
done in the three smallest types of orders has been 
increasing; the volume done in orders of half a car or 
larger has been decreasing. 

2. Peaches 

Next let us give attention to the reports of the four 
companies which gave information on peaches. These 
are shown in the chart on this page. 

The fact thai orders for less than fifty cases have 
trebled in relative frequency duriny the past four years 
is the outstanding feature of these data. The decline 
in relative frequency in other groups which accounts 
for this increase in orders of the smallest type is to be 
found in the orders from one hundred cases to half a car, 

Sizes of Orders of All Reiportino Peach Cannbrs, 1924-1927 

(Number of orders and volume of business represented by each 
size group—in number of cases—each year, as per¬ 
centages of respective 3 'early totals) 


I. NUMBER OF OliOERS II. VOLUME OF BUSINESS 












148 


HAND-TO-MOUTH BUYING 


and from a car to five thousand cases. An appreciable, 
though less marked, decline has also occurred in the im¬ 
portance of orders for half a car to a car. 

Volume changes are h^ss obvious, except in the group 
for a car to five thousand cases. The volume in the larger 
groups has fluctuated considerably from year to year, 
but no trend for the period is observable. Large orders 
are a far less significant part of the volume for this 
commodity than they are for the standard vegetables. 
Volume represented by the smallest types of orders has 
increased but is still a small part of the total volume. 

3. Pears 

The order history of pear-canning companies will be 
studied through the evidence of all companies reporting 
from 1919 to 1927, of what is believed to be a typical 
company for the same period, and of another company 
for a longer period. In the study of the (‘xpmuence of 
the group of all companies, it is well to Ixiar in mind 
that there are great variations between the experiences 
of different individual companies. 

The combined record of pear-canning companies shotes 
that a plurality of orders placed in each year were for 
less than fifty cases, (See chart on page 149.) While 
this record does not go back far enough to furnish evi¬ 
dence for the depression period of 1914-1915, there were 
many small orders in 1920. This was followed by an 
almost steady improvement to 1925, and then a tendency 
toward more small orders. 
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A greater part of the volume of orders each year was 
in sizes of one hundred cases to a carload. Both the 
number and volume of orders of from one hundred cases 
to one-half a carload increased rapidly from 1919 to 

SizEis OF Ohdi-jo^ of All Rbpobting Pear Canners, 1919-1927 

(NurnlKT of onh'rx aiul volume of business represented by each 
size grouiJ—in number of cases—as percentages 
of re.spwtivo yearly totals) 

1. NUMBER OF ORDERS 




1922, reaching 70.4 per cent of the volume in 1922. 
After 1922, the volume in this group dropped rapidly 
until 1925, and has l>een rising rapidly since then. 

The record of what is believed to be a typical fruit 
canning company (Company 14) shows tendencies in 
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line with those observed for vegetables. This company’s 
experience is in canning pears in the New York fruit 
belt, for a period of nine years. The smallest size of 
orders has been pretty steadily on the increase since 
1922, although 1925 is the year when they registered 
greatest relative frequency. This company, however, 
had a rapid growth of such orders from 1919 to 1921 
and then a sharp decline. 

The volume of business done in these orders of less 
than fifty cases has, for this company, followed in gen¬ 
eral the same trend as the relative frequency with which 
orders have been received, although the volume done in 
these orders in 1927 is disproportionately large. The 
declines have been mostly in orders of from one hundred 
cases to half a car, and of from one-half car to a car, 
though in 1927 the orders and volume in the latter group 
advanced very strongly. 

Company 42, though probably less typical, is worth 
considering, because its record is complete from 1911 
through 1927. It is important to know that this con- 
pern does a comparatively small business in this product,** 
also that a very large proportion of its orders have al¬ 
ways been for less than fifty cases. The proportion of 
orders of this size dropped significantly during 1918, 
1919, and 1920, but since 1920 has never been less than 
95 per cent of the total, and has in three different years 
been 100 per cent of the total. That is, in every year 

**This notwithstanding the fact that it is one of the largest 
companies reporting and one which docs a very large volume in 
certain canned vegetables. 
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since 1920 there has been a larger proportion of the 
orders in this class than there was in any year before 
1918. The company has had an order for as much as half 
a car only once during the entire period, the occasion 
being in the year 1919. 

The volume of business done in the various sizes of 
orders has also been largely in the less than fifty case 
division, although this has been more pronounced since 
1920 than before. Striking exceptions are in the years 
191C, 1918, and 1920, when there was a considerable 
volume sliipped in lots of from one hundred cases to 
one-half a carload. 


4. Berriks 

The lK\st (‘videnee on size of orders for berries is the 
record of Coni{)any 42 from 1911 through 1927, 
inclusive. 

The record of this concern for a period of seve^iteen 
years is excellent evidence that the present is not the 
first period of small order huyinq in this commodity, 
(See chart on page 15;i.) From 1911 to 1915 orders 
for less than fifty oases as a proportion of the total in¬ 
creased in every year, reaching in 1915 as high a point 
as they have reached in any but three years since 1920. 
Following 1915 came a decline in these orders, with 
the low in 1919. What followed may be interpreted in 
either of two ways. We may conclude that there has 
been a steady trend upward with certain years leaping 
ahead of the general tendency. To the writer a more 
accurate interpretation is that there have been two 
periods when small-order buying has been pronounced. 
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A first and rapid increase came in the years 1020 and 

1921. Then there was an immediate improvement coin¬ 
ciding with improved business conditions, followed in 
turn by a rapid increase in small orders, running 
through into the present time. The years lt)21, 1925, 
and 1927 were years when these ord(‘rs w('re most com¬ 
mon. In orders from fifty to one hundred cases a less 
marked cyclical moveuuuit has tak^ui plac(*, and tlie highs 
and lows fall somewhat difft*rently. Orders for one 
hundred cases to half a car followed an almost opposite 
tendency so far as frequency was concerned, while the 
same tendency in a much more striking way occurred 
in the orders of one-half a car to a car. The examination 
of the frequency of orders ranging from a car to five 
thousand cas(‘s shows th(‘ sanu‘ tendency as the two large 
groups just considered. TIkuu* hav<‘ Inxm few orders for 
more than five thousand ca.ses. 

A scrutiny of the relation of orders to volume shows a 
double movement for the period. The significance to 
volume of the three smaller types of orders increased 
from 1911 to 1915. Jt declined sharply in 1917, and 
with some variations increased in importance to 1921, 

1922, or 192o, depending upon the particular group of 
small orders under discussion. Since that period the 
importance of these three types of orders in volume 
terms has been growing less. For the last two years, as 
in certain other years during the period, orders for more 
than five thousand cases have been significant in the dis¬ 
tribution of the volume. This is particularly true of 
1927,^when an order for ten thousand cases or more was 



Sizes OF Ordebs fob Canned Bbrkies, Company 42, 1911-1927 

(Number of orders and volume of business represented by each f^izo groiiji—in number of cases—as per 

centages of respective yearly totals) 
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received. As this order alone accounted for 48 per cent 
of the volume, it is easy to see what its effect would have 
been if it had been distributed over the smaller groups. 
As this is the only order of this size received by the com¬ 
pany for this commodity during the whole period, it 
furnishes some reason for believing that large orders are 
beginning to play a larger part in the distribution of 
this commodity, as we see to l)e the case in some of the 
vegetables discussed above. Such a conclusion must be 
drawn, however, with a recognition of the fact that this 
is the experience of a single year. In considering the 
preceding statements one should turn to the charts on 
pages 114-115, 126-127, and 132-163 to notice similari¬ 
ties and differences suggested. For both corn and peas 
1915 and 1920 were, as here, years with a larger numlnT 
of small orders. 


5. Cheiuuks 

The data secured on cherries cover tin* same period as 
that covered by the berries record—the seventeen years 
from 1911 to 1927, inclusive. 

Orders for cherries have passed through a cyclical 
movement similar to that observed in orders for berries, 
(See chart on page 155.) But this evidence, furnished 
by Company 42, which alone reported for this com¬ 
modity, indicates that there has been a marked difference 
during the period since 1923, which is to be accounted 
for by rapid relative increase in orders for one hundred 
cases and above. The smallest type of orders dominated 
the trade in this product from 1911 to 1915, these orders 
being 72.5 per cent of all orders received in 1915. Their 



SinsB OF Obdebs fob Canned Chkiries, Company 42, 1911-1927 
(Number of orders and volume of business represented by each size group—m number of 
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decline in frequency was rapid until 1020, but in that 
year and in 1921 they wore again important. Then came 
a drop, followed by a sharp increase in 1927. Except 
for 1927 one would undoubtedly draw the conclusion 
that small orders were on the dtKdiiie rather than on 
the increas<‘ in this ])roduct. The movcunent for larger 
orders, however, has bcuMi und(‘r way. .\s a percentage 
of the numlx'r of orders, it is noticeable in all of the 
classes of orders for one hundred case's or more, and 
as a ])('r{M‘ntage of volume it is outstanding in onh'rs 
ranging from half a car to five thousand cases. In 1926, 
for the first time in the history of the company as re¬ 
corded, an order for five tliousand cases or more was 
received. As in the (‘ase of l>erries, this may well l>e an 
omen of a new type of order in the canm*d cherries trade. 

E. Sizes of Orders for Canned Salmon 

Reports on the sizes of orders for canned salmon were 
received from only two companies, and these companies 
with somewhat diffen*nt characteristics. Tin* first, Com¬ 
pany 43, is a very large packer of .salmon whose informa¬ 
tion covered the y(‘ars U.» 19-1927, inclusive. The oth(‘r. 
Company 44, appears to Ik* a .smaller conc(‘rn, the rc'c- 
ords of which run from 1924 through 1927. The larger 
packer sent figures only for onlers ranging in size from 
a half carload up; <lata for smaller units not being avail¬ 
able. (See chart on page 157.) Such changes in the 
sizes of shipments as appear, therefore, are probably 
not significant. The changes in the sizes of orders re¬ 
ported are shown herewith. In lK)th cases because the 
years are so similar, and in the second case l)ecau8e the 
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period is short, it has not seemed worth while to translate 
the data into proportions of volume. In the case of Com¬ 
pany 4.‘} the comparative uniformity of these percent¬ 
ages can hardly lx? taken as reflecting business conditions 


SizKs OF OuDEiis i«m Cannk4) Salmon 

(Nuiiihor of orders represented by each size grou|3—in number 
of cases—each year, as percentages of respective 
yearly totals) 

I. COMPANY 43, 1919-1927 

4^C4« Cm SOOO tOOOO 



II. COMPANY 44, 1924-1927 


r 

s 

L 


Ln$ so /OO WKmCm 5000 
TMM rt ro r9 rp ro 
SO too ttCMCM SOOO >0000^ 


4»ii 
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as the shipments, Ix^cause of the integrated character of 
this concern, are largely intra-company. 

The distribution of orders for tlu‘ sm>nd company is 
undoubtedly mon' indicative of buying ]>racticos of dis¬ 
tributers. 1'his rtH’ord for the four yi^ars which th(‘ data 
cover a[)pears in the chart on this page. The increase 
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in orders for less than fifty cases, and the increase in 
1927 of orders for fifty cases to half a car, together with 
the decline in orders for one-half car to a car, are all 
apparent. This packer has not been losing orders for a 
carload to five thousand cases. Such orders are much 
higher than in 1924 and show no significant decline for 
any of the last three years, .\lthongh the period involved 
is brief, it may be worth while noting that this last fact 
is rather in line with conclusions reached for the largest 
types of orders when studying canned vegetables. 



CHAPTER TX 


COMPARATIVE SIZE OF ORDERS (Continued) 

The study of comparative size of orders is continued 
in this chapter with samples from a rather wide variety 
of industries and trades. The samples have not been 
grouped together, as was done in the first section of 
the preceding chapter, nor has any trade been given the 
extensive study allow<'d the canning industry. The 
chapter, rather, furnishes a somewhat specific picture 
of the changes in the size of orders in a number of 
businesses where tli(‘re has been some discussion of the 
small order problem. 

I. THE SIZES OF ORDERS OUT OF WAREHOUSES 

Tn this section we shall consider the sizes of orders 
shipped out of that interesting institution known as the 
merchandise warehouse. Of all tvpes of warehouses* 
the merchandise warehouse is least known to the layman. 
It is necessary to outline briefly its significance in the 
marketing scheme. These warehouses, existing in all 
larger cities, are repositories where many manufacturers 

‘ The Department of Commerce classifies warehouses as follows: 
merchandise, household goods and storage, bonded warehouses, 
special commodity warehouses, cold storage, and field warehouses. 
See Department of Commerce BnUetin, ** The Merchandise Ware¬ 
house in Distribution.” 
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hold gCMxls ill store Ix'twoen the time of form production 
and the time of sale to other manufacturers, or to whole¬ 
salers, jobbers, or retailers. They are also used to a 
considerable extent by wholesalers and large retailers to 
house reserve purchases. '^Phe g(MUu*al merchandise ware¬ 
house is essentially ‘‘ a service link utilized by buyers 
or sellers because they find purchase of storage space a 
more economical or eflFc'ctive part of their scheme of 
buying and selling than a warehouse operated by them¬ 
selves. 

The merchandise warehou.se is a business enterprise 
privately operated for profit. Its work cannot be ap¬ 
preciated without realizing fully that besides storing 
goods it is a distributor of merchandise, ready to act as 
the agent of its clients in rin^eiving orders and shipping 
goods by rail or truck to any point directed. To perform 
his work effectively, the warehouseman must, therefor(\ 
not only provide safe storage, insurance, the conditions 
required by the physical properties of the goods left in 
his charge, and warehou.se receipts which can he used as 
collateral, but facilities for opmiing packages, re-mark- 
ing, re-wrapping, re-directing, df livering, recording, and 
at times billing for his customers. More commonly such 
actions are taken upon an order from the client of the 
warehouse, but it has now become not unusual for a 
warehouseman to provide office spac(» for the representa¬ 
tives of hi.s clients, the warehou.se thus becoming an 
office of tin* customer. The w^ar(*liou.se,” as one promi¬ 
nent warehouseinan |Mits it, “ does jjractically everything 
e.xcept sell gcxals fur the inanufiicturer.” 
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There has been a growing complaint among warehouse¬ 
men that they are being asked to make an excess num¬ 
ber of deliveries.” ^fr. W. V. Little, Executive Secre¬ 
tary of the American Warehousemen’s Association, says: 

The warehouseman is being called upon to make deliveries 
in increasingly small lots from stocks that are carried with 
him by manufacturers, making the unit cost to the warehouse¬ 
man much greater than heretofore.* 

A prominent w^arehouseman, following a study of the 
size of his deliveries, stated: 

In making an investigation I find that our average number 
of deliveries per carload has greatly increased in the past 
few years. For example, on a washing powder account where 
we formerly delivered in 50, 70, or 100 case lots I found our 
present average deliveries to be about 15 cases.* 

Such statements and the important place of the mer¬ 
chandise warehouse in distribution make significant a 
sample of the change in the size of orders shipped out. 

What has actaalJj/ been happening to the size of ware¬ 
house deliveries? Figures were secured from the tallies 
and orders of two of the three wareliouses of Griswold 
and Walker. Inc., Chicago.^ The data cover all of the 
outgoing shipments from these two warehouses for the 
years 1019 to 1027, inclusive. Figures were taken for 
proprietary medicines, which include such items as Sal 
TTepatica, Nuxated Iron, Calotabs, S. S. S., Milk of 
Magnesia, and Syrup of Figs; for canned fish, including 

*In a letter to the author, dated October 21. 1927. 

• D. S. Adams in a letter to the author dated March 7, 1928. 

*In connection with these data I am indebted to Profeswr 
E. A. Duddy, through whose ciairtesy a contact was made with 
the company in question, and to Mr. E. E. Ferebce, who took off 
the figures from the records of the company. 

12 
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Sizes op Orders Out of Merchandise 

(Number of orders in each ‘feize group—in pounds— 
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Wabehousbs, 1919-1927 

as percentage of designated yearly total) 
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canned salmon, tuna fish, codfish, and shrimp; for canned 
vegetables, including canned corn, peas, beans, tomatoes, 
spinach, and sweet potatoes; and for canned fruit, in¬ 
cluding peaches, pears, apricots, plums, apples, pine¬ 
apples, and certain preserves and marmalades. 

In dealing with commodity classes so inclusive as 
these, and with an institution which handles goods for 
so many customers and delivers to so many buyers as 
does the merchandise warehouse, many things must be 
considered in examining the figures. For example, if a 
merchandise warehouse having a set of clients who had 
been in the practice of selling to wholesalers lost these 
clients and obtained others whose goods were sold to 
retailers, we might expect a decrease in the size of orders 
as a result. Obviously the opposite situation might 
equally easily obtain. So, also, a change in the amount 
of one type of article stored might make a change. The 
more commonly used medicines, for example, are ordi¬ 
narily shipped out in larger onlers than the less popular 
ones. 

The sizes of orders ff»r tin* various typ(\s of commodi 
ties considered have been classifi(‘d in each case in a 
manner which seems appropriate to the goods in ques¬ 
tion, and the percentage of the total numlK»r of “ orders 
out of various sizes are shown for the period of years 
1919 to 1927, inclusive. Fanned vegetables will be dis¬ 
cussed first 

The proportion of small orders for canned vegetables 
out of warehouses has increased. (Sec chart on pages 
While the chart classific’s orders into ton 
groups, with all of which warehous(nnc*n are concerned, 
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what has been happening to orders of the smaller sizes 
may be emphasized by considering as one group the 
smallest three classes. This puts together all orders for 
less than 300 pounds. The percentage which such orders 


the total numlxT in 

each year is as 

follows: 

1919. 

.7.1 

1924. 

.13.9 

1920. 

.45 

1925. 

.31.2 

1921. 

.65 

1926. 

.31.8 

1922. 

.13.8 

1927. 

.17.2 

1923. 

.10.6 




It will be seen at once that 10:^6 shows the highest per¬ 
centage, as 31.8 per cent of the orders fall in that class 
in that year. The year 1025 ranks next with 31.2 per 
cent, followed by 1027, with 17.2 per cent. A rather 
sharp change seems to occur between 1021 and 1922, 
when there is a jump from G.5 per cent to 13.S per cent. 
The wareho\iseman handling a large volume of canned 
vegetables seems to have real occasion for complaint con¬ 
cerning the increased number of small orders when we 
notice that for the years 1025, 1020, and 1027 an aver¬ 
age of 20.7 per cent of his shipments of this commodity 
have been in lots of less than 300 pounds, while in the 
years 1010, 1920, and 1021 an average of only 0.0 per 
cent of his deliveries were in orders of that size. 

It is obvious that the numlKU* of orders for less than 
100 pounds increased in relation to the total rather 
markedly in 1925, 1926, and 1927, and that orders in 
the 100 to 200-pound group increased even more sharply, 
especially in 1925 and 1020. This latter group of orders, 
however, shows a sharp decline in 1927. The next 
higher class, orders for more than 200 but less than 300 
pounds, shows a trend towards increase in number for 
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the period. The same can hardly be said for those of 
300 but less than 500 pounds, which seem to be running 
rather uniformly. Orders iveighing 500 pounds or more 
show a definite decline, especially those from 500 to 
1,000 pounds. The orders for more than 1,000 but less 
than 2,000 pounds show some tendency to be going down 
in numbers, but the tendency is not strongly marked. Jn 
examining the chart on pp. 162-163, one gains definitely 
the impression that orders for over 2,000 pounds arc 
tending to decrease as a proportion of the total, although 
there is considerable variation from year to year. As the 
larger classes are reached the numl)er of orders involved 
is too small to make conclusions very satisfactory. 

Orders for canned fish out of warehouses may also he 
a matter of concern to warehousemen. In the chart on 
pp. 162-163 one sees (piiekly what a marked increase oc¬ 
curred in 1925, 1926, and 1927, compared with previous 
years, in orders of less than 100 pounds. There was a 
rise in 1923 and 1925, particularly, in orders of 100 
and less than 200 pounds. In the orders in the 200 to 
300-pound group a sharp advance t(X)k place in 1922 
which was maintained, with some increases, to 1927 with 
the exception of the year 1926. Orders in the 300-j)ound 
group, since 1921, appear to Ije definitely declining as a 
proportion of the total, as do tho.se in the class 500 to 
1,000 pounds. On the otlier hand, the orders, ranging in 
size from 1,000 to 2,000 pounds, appear to be increasing 
as a proportion of the total, while the evidence concern¬ 
ing orders of larger sizes seems to indicate that they are 
declining as a proportion of the total. The number of 
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orders involved in the upper classes is too small to make 
conclusions very safe. 

In handling this commodity the warehouseman again 
has some justice in his complaint that small orders are 
increasing. During the first three years of the period 
under consideration only per cent of the orders deliv¬ 
ered out were under 300 pounds in weight. An average 
of the last three years shows that 21.0 per cent of the 
orders handled were in that class. 

Orders for canned fruits out of warehouses show ten¬ 
dencies similar to those described above. (See chart on 
pp. 102-10»3.) The proportion of all orders below 500 
pounds, excepting possibly those in the 200 to 300- 
pound group, tends to increase. Those in the 500 to 
1,000-pound class pass through a sort of double cycle 
ending, in 1027, more than three times as large a part 
of the total as tli(‘v were in 1010, but only a little more 
than half what they were in 1922, 1923, or 1924. The 
general tendency for orders of 1,000 pounds or more to 
fade out is quite evident, though the ups and downs of 
the movement are worth noting. As in the preceding 
cases, conclusions must lx* drawn less certainly as we 
pass into the larger classes and the data become more 
sparse. 

For canned fruits ordered out of warehouses, how¬ 
ever, as for canned veg(‘tables and fish, the figures bear 
out the warehouseman’s complaint. Lumping together 
all orders for less than 300 pounds received in the years 
1919, 1920, and 1921, and doing the same for the years 
1925, 1920, and 1927, we find that a yearly average of 
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only 9.9 per cent of all orders were under 300 pounds in 
the first period, while an average of 20.9 per cent were in 
that group in the later period. 

Shipments of proprietary medicines out of ware¬ 
houses show markedly different tendencies from those of 
canned foods. (See chart on pages 162-163.) It is evi¬ 
dent that there has been less increase in the proportion of 
smaller orders for this commodity. Orders under 50 
pounds,* with a single, exception, are a considerably 
smaller percentage of the total in each of the years 1925, 
1926, and 1927 than in any of the years 1919, 1920, or 
1921. For the same comparison no exception is needed 
for orders between 50 and 100 pounds, and this state¬ 
ment is strikingly true for orders of 100 but under 
200 pounds. In this class such “ small orders are less 
than half as freiiuent on the average during the last three 
years as they are in the first three. Twitting together all 
orders under 200 pounds, we find that while about half 
of the orders for proprietary medicines out of ware¬ 
houses fall in this class during 1919, 1920, and 1921, 
less than a third of the orders may be so grouped for 
1925, 1926, and 1927. The average of the percentages 
for the two periods are 54.1 and 31.0, respectively. 

The classes of 300 pounds and over show many 
small variations but on the whole are marked by their 
uniformity. The group of orders from 1,000 to 2,000 
pounds is the only exception. Here the size of the bars 

•The distribution of proprietary medicines made necessary a 
class for orders of smaller size than any used in connection with 
canned foods. 
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in the chart suggests that an increase in the percentage 
of orders of this size has been scored and maintained. 

Summarizing: The orders out of warehouses indicate 
that sweeping generalizations as to changes in the size 
of such orders are risky. For canned foods all of the 
evidence is one way though in somewhat varying degree. 
Without doubt, however, a larger proportion of the 
orders for such commodities out of warehouses are 
“ small orders.’’ The single piece of evidence available, 
however, for another commodity shows a somewhat con¬ 
trary tendency in small orders and a decided lack of 
change for orders of the larger sizes. 

Individual warehousemen or their associations could, 
with profit, conduct investigations to determine the lines 
in which orders are growing smaller and those in which 
an opposite tendency or no tendency is discernible. If 
the warehouseman is biniring added handling costs (see 
])ages he is justified in charges which cover 

them. Dut such charges cannot, with justice, \yQ applied 
promiscuously. They should be applied to the goods from 
which the new cost incidence arises. This is a proper 
field for trade association study. 

II. VARYING SIZES OF ORDERS RECEIVED BY 
WHOLESALE GROCERS 

The wholesale grocery trade is one in which com¬ 
plaints concerning the declining size of orders are heard 
very frequently. Yet accurate information on the matter 
is extremely difficult to obtain. The number and detail 
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of wholesale grocery orders appear to act as forces 
preventing either files or records being kept for any 
extended period. There has been secured, however, data 
showing the distribution of orders and changes in the 
average size of orders of several companies, representing 
various parts of the United States and for various 
periods of years, and material making it possible to com¬ 
pare the average size of orders received by 25 concerns 
in 1922 with the average of the same concerns in 1927. 

The figures of six companies will be examined first. 
The chart on page 171 shows graphically the changes 
in the relative frequency of orders of eight diflFerent 
sizes as they have been received by these grocers over 
the periods of years indicated.* 

An examination of the chart shown that small orders 
have become relativelif more common and large orders 
relatively less common during the past few years, hat 
that changes have been by no means universal. The 
Delaware wholesahu- and the Missouri wholesaler may 
Ik* discussed together, as they liave had V(*ry similar (»x})e- 
riences. The record of each shows an incnaise in the 
proportion of small orders and a decrease; in the propor¬ 
tion of large ones. Orders under $5 Ixrame materially 

•This material was obtained directly from officers of the com¬ 
panies concerned or from their books, excepting in the case of 
the Tennessee grocer, in which the data were obtained through 
the courtesy of Mr. J. W. Millard of the Department of Com¬ 
merce. In each case it is based on a sample, as follows: for the 
concerns in Pennsylvania, Delaware, Missouri, and Wisconsin, 
a record of orders for the month of March for the years indicated; 
for the New York concern, the month of September for the years 
indicated; for the Tennessee g;ro(^r, one week in September for 
the years indicated. The Missouri, Pennsylvania, and New York 
grocers correspond to wholesalers A, B, and D, respectively, whose 
sales records arc shown in the chart on p. 334. 



Sizes of Orders Received by Six Wholesale Grocers 


(Number of orders for each size group, for each company, as 
percentage of total number of orders for the 
respective company and year) 
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more common, especially for the Missouri wholesaler, 
from 1926 to 1927. Orders of from $5 to $10 also ad¬ 
vanced in frequency for both of these grocers, and orders 
from $10 to $15 in each case show only 1 per cent of 
change. All orders for $15 or more became loss fre¬ 
quent relatively for both of these concerns in 1927 than 
they had been in 192G. 

The records of the Wisconsin and New York grocers 
are interestingly ditfereiit/ These two companies are 
alike in showing comparatively little change for the two 
vears considered, and both are different from the two 
companies considered al)ove in that the smaller orders 
have shown no tendency to increase as a percentage of 
the total—indeed, the tendency has been rather the 
other W'ay—while orders in the groups above $50, with 
one exception, show an increase in comparative fre¬ 
quency. 

The Pennsylvania grocer furnishes in some ways the 
l)est evidence of what is happening inasmuch as the rec¬ 
ord covers a series of six years, from 192;i to 1928, in¬ 
clusive. The graphic representation shows very vividly 
the increased proportion of orders under $5 and from 
$5 to $10 as contrasted with the downward trend in 
relative frequency of orders for $10 or more. The chart 
is interesting in that while the movement has not been 
extreme in any case it indicates that there has been a 
fairly continuous tendency of the sort described. The 
year 1928, however, seems to have marked something of 
a change in this company’s business. Orders of the 

*It should be noted that the Wisconsin figures are for 1927 and 
1928 rather than 1926 and 1927. 
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smallest type are less relatively common, and those of 
$25 to $50 and those of $100 or more show a slight 
comparative increase. 

The record of the Tennessee grocer is less uniform 
than that of the Pennsylvanian just discussed, although 
the general conclusions reached above are supported so 
far as the two smaller types of orders and the three 
larger types are concerned. This is especially true if we 
look only at the city sales of the Tennessee grocer. In 
that part of the chart where city and country sales are 
combined there seems to be no general upward trend of 
small orders until we reach the $10 to $15 orders. The 
middle groups have maintained a decided uniformity 
when both city and country sales are considered; the 
larger groups have shown a slight tendency to decline. 

One interesting difference between city and country 
sales should be noticed. Orders in all three of the groups 
under $15 are less relatively frecpient in country sales. 
The difference is particularly noticeable in orders under 
$5. All clases of orders alnne $15 are more frequent 
relatively in country sales. Country merchants are still 
giving this Tennessee grocer 7.4 per cent of their orders 
in sizes of $100 or more, while city buyers are sending 
in only 1.6 per cent of their orders in this size. 

It is worth while for any one particularly interested in 
the changes in the size of grocery orders to compare, 
especially for the two companies with long histories, the 
percentage of orders in each size for the first year and 
the last year shown. When this is done, one is struck 
with the comparatively small changes which have taken 
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place, but at the same time with the fact that there have 
been changes pretty consistently moving a larger pro¬ 
portion of the orders towards the small size of order 
groups. What has occurred has been a general move¬ 
ment towards smaller orders rather than a decided shift 
out of any one type of ordfU’s and into any other one 
type. 

Some additional light on changes in the size of orders 
received hy wholesale grocers can he had by noting the 
average size of order over a series of years. The table 

Changes in Average Size of Wholesale Grocery Orders 

1921-1927 

(Average in dollars for each of six companies) 


Year 

Com¬ 
pany 1 

CV)rn- 
pany 2 

Com¬ 
pany 3 

Com¬ 
pany 4 

Com¬ 
pany 5 

("om- 
pany 6 

1921. 





33.99 

■■III 

1922. 





33.69 


1923. 




2.5.41 

34.20 

Vlnrill 

1924. 




24.89 

35.85 


1925. 



18.77 

22.98 

38.32 

Kiiiijl 

1926. 

17.17 


18.10 

22.04 

37.78 


1927. i 

17.57 

15.47 

19.26 

20.91 

35.81 

28.00 


The period eov(»red by (’ompanic^s 1 and 2 is too brief 
to make the record of niucli significance, although it is 
worth while to notice that while tlie averages size for one 
company has increased, that for the second has declined. 
Company 3 shows a .slight increase in average size of 


•Data were obtained directly from officers of the companies. 
Companies 1, 4, and 6 correspond to the Delaware, Pennsylvania, 
and New York grocers, resi>ectively, whose orders are discussed 
on pp. 170-174. Companie.s 3, 4, and 6 correspond to whole¬ 
salers C, B, and D, respectively, the deviations in whose sales 
are shown in the chart on p. 334. 
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order for the three-year period 1925-1927. Company 
4, through a period of five years, shows a continuous 
decline with a total loss of, roughly, 20 per cent. For 
Company 5, for which the longest series of data is avail¬ 
able, the period ended with an average size of order con¬ 
siderably larger than that with which it started. It 
showed an almost continuous gain from 1921 through 
192.5, with a decline in 1926 and 1927. The changes 
through the period, however, are not great. 

When one compares the experiences of these compa¬ 
nies, especially Companies 4 and 5, he is impressed with 
the different records made under supposedly similar 
business conditions. The difference between the record 
of Company 4 and the record of Company 5 is probably 
accounted for bv a difference in merchandising policy. 
To a greater (‘xtent than Company 4, Company 5 sells 
a recognizedly high grade, throughly branded, and ex¬ 
tensively advertised merchandise. Its sales are made 
through retailers’ who consider the brand of this com¬ 
pany as their major one, who depend upon its popularity 
for sales, and who are believed to patronize this house 
largely to the exclusion of others. Expecting to continue 
to buy this company’s merchandise in the future as well 
as in the present, and relying upon the propriety of its 
prices, they are less concerned about carrying small 
stocks than are those retailers who buy from more varied 
sources and with perhaps a sharper eye to immediate 
price conditions. This is by no means the only case in 
which there is evidence that the manufacturer or w’hole- 

*This company also does a fair volume of jobbing business, and 
it was impossible to separate this from strictly retail sales. 
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saler selling a branded and advertised product is less 
influenced by the general forces conducive to hand-to- 

Averaqe Size of Orders Received by 25 Wholesale Grocers • 


(In dollars) 


Company 

1922 

1927 

1927 Compared 
with 1922 

1. 

26.23 

29.31 

Up 

2. 

22.43 

23.45 

Up 

3. 

38.54 

39.32 

Up 

4. 

30.00 

30.00 

Same 

5. 

22.24 

22.63 

Up 

6. 

14.00 

14.00 

Same 

7. 

33.69 

35.94 

Up 

8. 

40.43 

40.47 

Up 

9. 

22.30 

28.00 

Up 

10. 

26.29 

20.84 

Down 

11. 

22.00 

16.00 

Down 

12. 

40.00 

30.00 

Down 

13. 

36.92 

28.67 

Down 

14. 

25.00 

20.00 

Down 

15. 

25.00 

17.00 

Down 

16. 

30.00 

24.00 

Down 

17. 

25.00 

20.00 

Down 

18. 

23..50 

18.25 

Down 

19. 

29.50 

24.00 

Down 

20. 

28.58 

26.19 

Down 

21. 

27.73 

21.46 

I )own 

22. 

27.37 

19.09 

Down 

23. 

75.00 

40.00 

Down 

24. 

19.29 

27.30 

Up 

25. 

100.00 

90.m) 

Down 

All companies.... 

32.44 

28.23 

8 Up; 15 Down; 
2 Unchanged 


• This table was compiled from data obtained through the courtesy 
of the National Wholesale Grocers' Association and the Metropolitan 
Life Insurance Company. It is believed not to include any of the 
companies heretofore discussed. 

mouth buying than are others. (Sec pages 48-50.) 
Also it has been the policy of this wholesaler to reduce 
the number of lines and to push the more profitable 
lines. 
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Company 6 has had an experience similar to that of 
Company 5; that is, size of orders increased each year 
from 1922 to 1925 and declined slightly in 1926 and 
1927. This company has been reducing the number of 
brands carried in a single line. 

A comparison of the average size of orders received 
hy 25 wholesale grocers in the two years 1922 and 1927 
shows that the size of orders has declined. The average 
size of order for all companies declined from $32.44 in 
1922 to $28.23 in 1927. The average, however, conceals 
the fact that by no means all the eompanies registered a 
decline in average size of orders. Of 25 eompanies re¬ 
porting, 8 reported an increase and 15 a decrease. Two 
companies recorded no change. 

III. IN THE WHOLESALE DRUG TRADE 

The small size of orders has been a problem of the 
wholesale drug trade for some years. In this business, 
indeed, orders are often of a size which make the term 
wholesale seem inappropriate if not somewhat ludicrous. 
The twelfth-of-a-dozen order for a proprietary medi¬ 
cine is by no means new, and the order for a sixth of a 
dozen, a quarter of a dozen, and a half a dozen has been 
frequent.*^ 

But to what extent, if at all, have the smaller types of 
orders become a greater part of the total orders of whole¬ 
sale druggists in the period since 1920? "While many 

‘*It is estimated that 55 per cent of the wholesale drug trade 
is in proprietary goods: that is, those articles which certain 
individuals have the exclusive right to manufacture and sell. 

13 



178 


HAND-TO-MOUTH BUYING 


comments have been made by wholesalers to the effect 
that small orders are on the increase and that they are 
a menace to the trade, quantitative evidence was dif¬ 
ficult to secure. Information was obtained, however, 
which vividly contrasts the size of orders received for 
proprietaries in 1920 by a large Middle Western drug 
wholesaler with those received by the same company in 
1925. The data cover both city and country sales. 

Orders for small quantities of proprietaries have 
greatly increased in relative frequency; the reverse is 
true for larger orders. The facts on this matter are so 
clearly shown on page 181 and in the chart on page 179 
that there is no need to discuss them at length. If we 
look at the city sales, it will be seen at once that in eacli 
type of unit—10 cent unit, 25 cent unit, 50 cent unit, 


“It is particularly desirable in a business which handles thou¬ 
sands of items, as does the wholesale drug trade, that the size of 
orders be considered in some physical, rather than monetary, term. 
There are few lines of merchandising in which costs of handling 
vary so completely with the variety of items ordered. An eight 
dollar order, for example, may be for an original shipping case 
containing one dozen units. Another eight dollar order may call 
for two dozen items, one-twelfth dozen of each different item. In 
the latter case each one-twelfth dozen would require for ship¬ 
ment the performance of eight or nine operations, such as 
scanning, checking, picking up, o.k.ing, ticketing, pricing, ex¬ 
tending, and billing. These operations would have to be repeated 
24 times on the second order, while the single shipping case 
would go direct from the scanner to the full stock floor ana from 
there to the shipping room. Such work as pricing would be 
greatly simplified, and there would be no extending whatever. 
So far as relative costs of handling are concerned, it is the number 
of small items on the order which the wholesale druggist regards 
as serious. As one druggist states the matter: A business like 
ours, if it must handle a very large quantity of items that are 
excessively small, will have a very high operating cost. If by any 
means we can increase the item quantity we shall be able to 
reduce the percentage of operating cost.” 



SIZE OF ORDERS 


179 


and 1 dollar unit'*—the orders of smaller size have 
materially increased as a percentage of the total orders 
received, and the orders of larger sizes have materially 

Sizes of Obdbrs fob Dbuo Pbopbibtaries Received by a Large 
Drug Wholesaler, 1920 and 1925 

(Number of orders of each size, for the several price units, as a 
percentage of total for each price unit for 
indicated year) 

I. CITY sales 



n. country sales 



decreased. In the 25 cent unit, for example, orders for 
one-twelfth of a dozen increased from 3 per cent of the 


** The terms “ seller,” “ number,” and “ size ” are often used 
rather than unit; thus a 10 cent seller is a size of package that 
retails for 10 cents. The term unit rather th^ size has been 
used here to distinguish the concept from the size of order. 
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total in 1920 to 14.5 per cent in 1925, while orders for 
more than a dozen of the same unit decreased from 10 
per cent to 1 per cent. The 1 dollar unit shows a marked 
increase in the frequency of one-twelfth dozen orders 
and a decrease in the frequency of every larger size. 
Observation will show similar ehanges in the relative 
frequency of other sizes. 

Country sales by the same concern show comparable 
changes in the same direction. An examination of the 
percentage increases shows that changes towards smalien- 
orders have been more extreme in country sales than in 
city sales. It appears, therefore, that while city orders 
run actually smaller, those changes in communication, 
transportation, and the technique and philosophy of re¬ 
tailing which have led to diminution in the size of orders 
given by drug retailers, have been more significant in 
country districts than in the metropolitan area. Con¬ 
cretely this appears to mean that those facilities of 
telephone, trucks, busses, and parcel post which were 
common in city trade in 1020 advanced more rapidly 
for country than for city use in the five-year period 
1920-1925. 

Between 1920 and 1925 the increase in the proportion 
of volume handled in small orders was much less than 
might he expected from the increased percentage of 
small orders. (See table on page 182 and chart on 
same page, which may Ikj compared with the chart on 
page 179 and the table on page 181.) For }K)th city and 
country trade the wholesale druggist has be(*n manipu¬ 
lating a larger number of ordervS for the same volume of 



Number op ORdebs fob Drug Proprietaries at Wholesale, 
BY Size and Price Units, 1920 and 1925 • 

(Number of orders of each size as percentage of total, 
for each price unit) 


10 CENT UNIT 




City Sales 

Country Sales 

Size of Order 


1925 

Percentage 
Increase or 
Decrease^ 

1920 

1925 

Percentage 
Increase or 
Decrease^ 

Less than }4 
dozen. 

0 

13.0 

j 177 


4.0 


}4 dozen. 

■EO 

23.0 

6.0 

19.0 

217 

H dozen. 

20.0 ! 

24.0 

20 

18.0 

22.0 

22 

1 dozen. 

41.0 

23.0 

~U 

45.0 

49.0 

9 

3 dozen. 

26.0 

4.0 

—86 

31.0 

16.0 

—48 


25 CENT unit 


Kt dozen. 

3.0 

14.5 

383 

.5 

4.5 

800 

H dozen. 

5.0 

15.5 

210 

3.5 

8.5 

143 

^ dozen. 

39.0 

49.0 

26 

19.0 

37.0 

95 

^ dozen. 

21.0 

13.0 

—38 

24.5 

25.0 

2 

1 dozen. 

22.0 

7.0 

—68 

32.5 

22.0 

—32 

More than 1 
dozen. 

10.0 

1.0 

—90 

20.0 

3.0 

—85 


50 CENT unit 


Xa dozen. 

13.0 

35.0 

169 

2.5 

12.5 

400 

^ dozen. 

14.0 

24.0 

71 

9.5 

16.5 

74 

^ dozen. 

35.0 

33.0 

— 6 

26.0 

42.0 

62 

3^ dozen. 

13.0 

4.5 

—65 

31.0 

17.0 

—45 

1 dozen. 

12.0 

3.0 

—75 

20.0 

10.5 

—48 

More than 1 
dozen. 

13.0 

.5 

—96 

11.0 

1.5 

—86 


SI.00 UNIT 


Kt dozen. 

41.0 

65.0 

58 

1 fill 

35.5 

154 

3^ dozen. 

18.0 

17.0 

— 6 

US 

17.5 

— 3 

^ dozen. 

24.0 

13.0 

—46 


31.0 

19 

dozen. 

6.0 

4.0 

—33 

21.0 

9.0 

—57 

1 dozen. 

4.0 

.5 

—88 

12.0 

6,0 

—50 

More than 1 
dozen. 

7.0 

.5 

—93 

9.0 

1.0 

—89 


* These figures were obtained from the records of a large Mid- 
Western wholesale drug corporation. Data, having been read from 
charts, are accurate only to of 1 per cent. 

^ The minus sign indicates decrease. 

* There is reason to suppose that in 1920 there were some orders 
for less than ^ dozen, but that they were lumped with the dozen 
orders. 
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Proportion op a Large Wholesale Druggist’s Business Done 
IN Orders op Indicated Sizes 

(Value of orders of indicated sizes expressed as a percentage of 
total sales) 


I. CITY SALES 


II. COUNTRY SALES 




14 14 ki 

Dozcm 


Proportion of a Large Whole.sale Druggist’s Business Done 
IN Orders of Indicated Sizes, 1920 and 1925 
(Value of orders of indicated sizes expressed as a percentage of total 

sales) 




City Sales 

Country Bales 

Size of Order 
All Price Units 

1920 

1925 • 

Percentage 
Increase or 
Decrease ^ 

1920 

1925 

Percentage 
Increase or 
Decrease^ 

H* dozen. 

10 

15.4 

H 

5 

5.0 

0 

dozen. 

12 

14,6 

22 

12 

8.0 

—33 

y dozen. 

35 


—26 

27 

19.9 

—31 

H dozen. 

20 

15.9 

—21 

15 

17.0 

13 

1 dozen. 

16 

EEO 

19 

26 

30.5 

17 

More than 1 
dozen. 

7 

8.1 

16 

15 

19.6 

31 


• 1925 percentages do not total exactly 100 because of discrepan¬ 
cies in data. 

^ Minus sign indicates decrease. 


business. The disparity between the increased percent¬ 
age of small orders and the business done in them is less 
striking in city trade than in country business. In coun¬ 
try sales small orders in no case represent a larger part 
of the volume in 1925 than in 1920. 
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Orders of one dozen or more, though declining in 
relative frequency in both city and country, represent in 
both cases an increased percentage of the business done. 

Country trade is still a comparatively large order 
trade. While it has nothing to do with changes in the 
sizes of orders, some readers may be interested in the 
comparative size of orders in city and country trade in 
a single year—1925. These are accordingly set out in 
the table on this page. It will be seen that city buyers 

Comparative Size of Orders Received by a Large Wholesale 
Druggist from City and Country, 1925 
Value of orders of indicated sizes for indicated price units, expressed 
as a percentage of total sales of respective price units) 

I. CITY sales 


Price 

Unit 

K. 

Dozen 

% 

Dozen 

Va 

Dozen 

Dozen 

1 Dozen 

More 

than 

1 Dozen 

Total 

10 cent 



16.0 

23.0 



96.0* 

25 cent 

4.6 

19.6 

29.0 

19.0 


BCaiI 

100.0 

50 cent 

15.0 

20.0 

39.0 

12.0 



100.0 

1 dollar 

42.5 

19,5 

21.0 

9.0 

■1 

1 2.0 ! 

100.0 


II. COUNTRY sales 


10 cent 

_ 

_ 

6.5 

10.5 

35.0 

48.0 

100.0 

25 cent 

1.0 

2.0 

18.0 

22.5 

38.5 

18.0 

100.0 

50 cent 

3.5 

17.5 

24.0 

20.0 

26.0 

9.0 

100.0 

1 dollar 

15.5 

12.5 

31.0 

15.0 

22.5 

3.5 

100.0 


• Failure to total 100 per cent is caused by discrepancies in data. 


take a much larger part of their volume in small orders 
than do country buyers—this in spite of the forces tend¬ 
ing to urbanize rural areas. 


IV. RECEIVED BY TEXTILE MILLS 

In 1926 the Harvard Bureau of Business Research 
included in a survey of textiles distribution a study of 
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the size of orders received by three cotton mills and one 
selling agent for the period 1921 to 1925, inclusive.” 
The Bureau found a definite decline in the size of orders 
for the period, the arithmetic average in 1925 proving to 
be 44 per cent smaller than the average in 1921 and the 
median order in 1925 being 45 per cent smaller than 
the median order in 1921. The changes found are set 
forth in the table on this page. 

Orders Received by Mills—By Year.s* 

Size and Number of Orders Received by 3 Cotton Mills and 1 Selling 
Agent from Sample of All Types of Customers for All Classes 
of Products, 1921-1025 


Year 

Total 
Quantity 
of Orders 
(in linear 
yards) 

Total 

Number 

of 

Orders 

.\verage Size 
(Arithmetic, 
in linear 
yards) 

Median 
Size (in 
linear 
yards) 

1921. 

83,060,613 

2,451 

33,888 

8,000 

1922. 

57,578,020 

2,136 

26,956 


1923. 

73,078,711 

2,316 

31,554 


1924. 

55,943,537 

2,735 

20,455 


1925 (9 mos.) 

45,082,035 

2,383 

18,918 

WmM 

Totel. 

314,742,916 

12,021 

26,183 

6,000 


• Taken from Bulletin No. 56 of the Bureau, p. 163. 


In commenting on this table, the Bureau points out 
that the average size of order varied directly with the 
aggregate quantities of goods purchased, excepting in the 
year 1925. The year 1925 exhibits in this respect a 
tendency contrary to that shown in the other years 
studied. 

'‘Harvard Bureau of Business Research, Dintribiitinn of Textiles, 
Bulletin No. 56. 
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The chart on this page shows graphically the distri¬ 
bution of orders under 10,000 yards, according to size, 
for the five years studied by the Bureau/* A study of 
this chart shows at once that there was a great increase 
in the proportion of orders of small size in 1925 as com¬ 
pared with 1921. The sharpest increase in the ratio of 
such orders to the total occurred between 1921 and 1922. 

The trend towards the 1925 situation was not a uni¬ 
form one; indeed, a study of the records in 1923 might 


Increasing Proportion of Small Orders for Cotton Piece 
Goods Rbceivt® by Textile Mills, 1921-1925 * 

(XunibcT of orders in indicated size groups expressed as a percen¬ 
tage of the total number of orders of all sizes) 


CfSJ rttAM UOOO ro XpOO ro XMO ro 4JM0 ro SJXX> to tOOO ro 7.000 ro OOOO n» AOOO rt> 



* For data see Harvard Bureau of Business Research, Distribu¬ 
tion of Textiles, 1926, p. 170. 

have led to the conclusion that the situation was defi¬ 
nitely on the mend. 

An examination of orders by types of purchasers led 
the investigators to the conclusion that, while the size of 
orders from wholesalers showed a downward trend, such 
orders showed less variation in size than did orders 


^*The data for this chart arc taken from the Bureau’s publica¬ 
tion, Distribution of Textiles, p. 170. A similar distribution ap¬ 
pears on p. 168 of the same publication, but the years 1922 and 
1923 are omitted. It seems worth while to include them here 
as the distribution, particularly in 1923, shows some variance to 
the trend suggested by examining only 1921, 1924. and 1925. 
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from cutters up and mail order firms/’ and that the 
size of direct orders placed by department stores appar¬ 
ently varied more widely during the five years following 
1920 than those from wholesalers, cutters up, or mail 
order firms. “ 

While the Harvard study presents no evidence beyond 
1925, there is reason to believe that small orders have 
not ceased to be a problem in the industry. A statement 
of Walter D. Hines, President of the Cotton-Textile 
Institute, on June 1, 1928, declares: 

I may say that it is the general belief of the Institution’s 
staff that hand-to-mouth buying conditions as described in 
the bulletin, Distribution of Textiles, have been continuing 
since that time.** 

This statement is suptx>rted by letters from mill own¬ 
ers and managers in 1928 which iiudude such comments 
as: I should say that the temlency towards small or¬ 

ders is, if anything, more aggravated than at the time 
the study was made,” and Lots have l)ecomc smaller as 
time goes on.” Such statements however, when unsup¬ 
ported by quantitative data, must always be regarded 
with some scepticism. 

V. RECEIVED BY SHOE MANUFACTURING 
COMPANIES 

Data have been obtained from two of the largest shoe 
manufacturers in the United States. Both of these are 
companies with enormous sales, and their experience 
reflects the buying attitude of the retailers very widely 
scattered over the country. 

” Ibid,, Conclusion 4, p. 188. 

^In a personal letter to the author. 
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The first of these two companies ” reports a decrease 
in the size of orders hut believes there are certain modi¬ 
fying conditions which shotdd he taken into account. 
This company hesitated to give data of a statistical char¬ 
acter on size of orders, expressing the belief that new 
conditions in the shoe trade, or at least in its own trade, 
which might account for such changes would lead 
to their misinterpretation. It reported, however, as 
follows: 

Comparing our record of the number of invoices issued in 
1922 with 1927 indicates an increase of approximately 31 per 
cent ” in the number of invoices for a given quantity of goods, 
but we are quite sure that it is altogether wrong to draw the 
conclusion from this figure that there were 31 per cent more 
orders received for a given quantity of goods in 1927 than 
in 1922. 

There are so many conditions with reference to stocks on 
hand and the necessity for issuing back orders—new styles 
adopted and separate orders taken for these styles because 
they will not be ready for delivery until a somewhat later date, 
etc.—that we are somewhat loath to give you these figures. 

The reader must make his own interpretation of this 
statement. But the conditions referred to are exactly 
those which arc complained of by shoe manufacturers 
and are important among those which are alleged to 
to have been the cause of the increased number of orders 
for a given quantity of goods. It seems therefore reason¬ 
able to conclude that this company’s statement not only 

” This is Shoe Company A, the same company from which were 
secured the figures on advance bookings, discussed on pp. 

^Judging from the trade comment the hand-to-mouth period 
was well under way by 1922. This statement is, therefore, the 
more striking. It is unfortunate, however, that no precise data 
on the period 1916 to 1919 could be obtained. 
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justifies the belief that its average order is smaller, but 
that the decrease in the size of the order has been due to 
those forces to which decrease in the size of orders are 
very commonly ascribed. 

The records of a second large shoe company show defi¬ 
nitely a decrease in the average size of the order received 
during the years 192S to 1027.^^ These facts are shown 
clearly by an examination of tin? table below, which 

Size of Orders for Shoes, Company B 
(Average number of dozen pair |)or order for indicated periods) 


Period 

1923 

1924 

1925 

1920 

1927 

1928 

January. 

4.4 

3.4 

2.7 

3.1 

2.5 

2.6 

February. 

4.4 

3.7 

4.3 

3.5 

3.5 

3.2 

March. 

3.6 

3.7 

3.5 

2.8 

3.2 

2.7 

Ist Quarter. 

4.1 

3.6 

3.5 

3.1 

3.1 

2.8 

April. 

2.6 

mtwm 

2.4 

2.2 

2.2 

2.0 

May. 

2.5 


2.1 

2.2 

2.2 

2.0 

June. 

3.7 

2.3 

2.0 

1.8 

2.1 

1.8 

2nd Quarter. 

3.1 

2.6 

2.2 

2.1 

2.2 

1.9 

1st Half. 

3.5 

3.0 

2.6 

2.5 

2.5 

2.3 

July. 

3.4 

2.6 

2.4 

2.5 

2.4 


August. 

3.8 

3.6 

3.2 

3.3 

3.4 


September. 

3.8 

mmm 


2.7 

2.6 


3rd Quarter. 

3.7 

3.0 ' 


2.8 

2.8 


October. 

3.4 

2.2 


2.2 

2.0 


November. 

2.7 

1.9 


1.8 

1.9 


December. 

2,8 

2.6 

1.9 

1,6 

L6 


4th Quarter. 

3.3 

2.1 

2.3 

1.9 

1.9 


2nd Half. 

3.3 



2.3 

2.3 


Year. 

3.42 


mm 

2.48 

2.41 



sets out the average nuiiiber of dozens per order for 
each month for the years 1023 through the first half 
of 1928, inclusive. In every month of 1927 the average 

**Thi8 company will be referred to in this section as Shoe 
Company B. 
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order received is smaller than the average order received 
in corresponding months in 1023. The average size of 
order received in 1023 is 3.42 dozen pairs and in 
1027 is 2.41. 

The decline in the average size of order was some¬ 
what greater in the period 1923-1025 than in the period 
1025-1927. This is shown not only by the averages for 
the year but by the fact that if we take the first of 
these two periods and compare the average size of order 
received in each month of the years 1924 and 1025 with 
the corresponding months for the preceding years re¬ 
spectively, we find 18 instances out of the 24 possibili¬ 
ties in which a decrease in the average size of order is 
shown. There are six instances of increase. Comparing 
(‘aeh month of the years 102G and 1027 with the corre- 
s{)onding months, respectively, for the years 1925 and 
102G, we find eight cases in the two years in which the 
average size of order received has increased over the 
average size for the corresponding month in the preced- 
ing year, and four cases in which there was no change, 
thus leaving only twelve instances in wliich there was a 
decline. The period of sharpest decline corresponds 
exactly with the period of greatest smoothing out of the 
flow of goods for this company, which indicates that 
small orders and stable flow are concomitant phenomena. 
The same period shows the greatest smoothing out of 
flow in the shipments of Shoe Company A.“ 

•*pala on monthly shipments secured from both of these com¬ 
panies made it possible to compare for the yetirs considered the 
chan^eH in seasonal movement. The metliod used is the same as 
that described on page 280. 
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Such conclusions drawn from the data do not agree 
wholly with the observation of one officer of this concern, 
who stated that it was the feeling of the company that 
^^from the beginning of 1925 hand-to-mouth buying 
began to make itself felt, and it reached its worst stage 
during the last six months of 1926 and then gradually 
improved.’’ A scrutiny of the figures leads rather to the 
conclusion that it was at its worst, so far as most marked 
decline was concerned, between 1923 and 1924. Decline 
in size of orders continued, even though less rapidly, 
through all the years studied and, so far as data for 
1928 are available, was still in progress. 

VI. SIZE OF ORDERS IN FRESH MEAT SALES 

Although the methods of distributing fresh meat are 
probably familiar in a general way to many readers, a 
brief description of those methods may be helpful in 
understanding order changes. By the large packers two 
principal schemes are employed. The first involves ship¬ 
ment from their packing plants to their branch houses, 
located in cities of such size and character as they 
l>elieve will justify their establishment, and sales from 
these branch houses to the various retail outlets—hotels, 
restaurants, institutions, and, chiefly, retail meat mar¬ 
kets or stores. The branch house, which is thus the key to 
the system, is a combination of cold storage warehouse, 
sales force, and accounting office. Owned by the packer, 
it serves him as a wholesale agency. 

The second principal method of distribution by the 
large packers is through their car routes. A car route 
consists of a series of customers located in towns along 
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a railway line, who, it is believed, can be reached more 
advantageously by direct freight shipment than by truck 
delivery from branch houses. A salesman assigned to 
one of these car routes takes orders from the customers 
and transmits the orders to the central office at which 
a refrigerator car is loaded accordingly with the orders 
placed by the car route customers. 

Fresh meat, being a highly perishable product, must 
be moved and stored under refrigeration except only 
when short distances or periods are involved. It is cooled 
by artificial means after slaughter, is kept iced during 
freight transit, is iced at branch houses, and is kept in 
refrigerators or refrigerator counters in retail stores. 
The expense involved in such care is one of the prin¬ 
cipal forces tending always to keep stocks of fresh 
meats low as they flow through the marketing process.** 

Moving as these goods do, always under the pressure 
of risk from deterioration and consequent high costs 
for protection, one might assume that retailers would 
long ago have learned to order in the smallest possible 
units, and that an examination of the facts would show 
no change in the size of retailers' orders for fresh meats. 
All packers agree that in recent years more frequent 

“ This should not be interpreted to mean that handling of fresh 
meats is a more expensive process than that for many other 
commodities. The National Distribution Conference of the United 
States Chamber of Commerce reported that the operating expenses 
in the wholesale branch of meat packing was 3.9 as compared 
with 6.6 for lumber wholesalers, 10.6 for wholesale grocery com¬ 
panies, 16.6 for wholesale drug concerns, and 19.4 for wholesale 
hardware dealers. Swift and Company, 1928 Yearbook, p. 36. The 
costs of retailing meat have been estimated at 17.3 per cent of 
sales by the Harvard Bureau of Business Research. 

"Stocks of meats are discussed on pages 243, 366-367, and 
changes in the flow of meats through trade on pages 306-307. 
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deliveries to the retailer have been required, but some 
believe that this has not Ix'cn caused by smaller orders. 
These contend that more fretiuent deliveries, by bringing 
the product to the consumer in a Ix^tter condition, have 
increased consumption, thus enabling the retailer to buy 
in as large orders as before, even though more fre¬ 
quently. The figur(‘s from one of the larger plants of a 
national packer give some color to this view, as is shown 
in the table below. Thes(‘ show the average weight per 
order received at oiu* tvpic^al plant of a national packer 
for the years 1014-1027.“ 


AvrrMRr 

Year (In pounds) 

1914 . 219.1 

1915 . 217.9 

1916 . 221.1 

1917 . 239.4 

1918 . 237.7 

1919 . 233.5 

1920 . 213.1 

1921 . 186.1 

1922 . 197.8 

1923 . 210.9 

1924 . 210.3 

1925 . 201.2 

1926 . 202.1 

1927 . 202.7 


The weight of evidence, however, indicates that orders 
hy and deliveries to retailers are decreasing n? size. The 

“These weights include all pro<luct8 sold by this company at 
this outlet. The high average for the years 1914-1920 are, in the 
words of the packer concerned, “ largely due to activities in 
canned goods which were discontinued in 1920. The low average 
during 1921-1922 was largely due to industrial conditions.” This 
packer continues: ''Our general experience indicates that in 
buying packing house products the dealer buys a smaller quan¬ 
tity of each item per order; but that he has increased the variety 
of items so that the total weight varies very little.” The packer 
has requested that the name of the company be not disclosed. 
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table on this page is in point. Figures which show for 
a period of three years the average tonnage per sales 
ticket in 13 large cities scattered well over the United 
States were furnished by one of the large packers. 

Average Size of Order Received by a National Meat Packer 


(Average number of pounds per order, in 13 cities—actual data 
multiplied by an unknown constant *) 


City 

1925 

1926 

1927 

Atlanta **. 

173 

123 

118 

Birmingham **. 

173 

151 

146 

Cleveland. 

143 

117 

117 

Dallas. 

113 

109 

99 

Denver. 

134 

111 

103 

Boston **. 

116 

110 

104 

Houston. 

89 

84 

87 

Los Angeles. 

78 

74 

70 

Philadelphia **. 

161 

153 

112 

Pittsburgh ^. 

128 

118 

121 

St. Ix)uis. 

105 

94 

84 

San Antonio. 

186 

152 

132 

San Francisco. 

69 

66 

72 



• The number in each case has been modified to conceal the com¬ 
pany's actual o|>erations. This has no effect, however, on their efficacy 
in snowing changes in the size of orders. 

*’A Great Atlantic Sc Pacific Tea Company warehouse is 
located in this city. 

A scrutiny of the table shows that in every one of the 
13 cities, with the exception of San Francisco, the aver* 
age size of order is lower in 1027 than in 1925. Not only 
is a decline shown when comparing 1925 with 1927, but 
with the exception of three out of the twelve cases where 
a decline lias occurred there has been a decline for 1926 
as compared with 1925 and again for 1927 as compared 
with 1926. In Pittsburgh and in Houston, a decline is 
14 
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registered for 1926 as compared to 1925, but in each 
case a gain has been made in 1927. Tn Cleveland a drop 
from 143 to 117 occurred as l)etween the years 1925 and 
1926, but the average of 117 was maintained in 1927, 
The same company reported that the change in average 
tonnage ’’ per sales ticket, for the business as a whole 
was, for 1925-1927, as follows: 

Per cent 


1926 less than 1925. 025 

1927 less than 1926. 2.01 

1927 less than 1925. 226 


Data have also been secured from the records of a 
Texas branch house of one of the large national packers. 
The average weight per order delivered by this branch 
has been declining, as the figures below clearly indicate. 


Average 

Year (In pounds) 

1923 . 82 

1924 . 73 

1925 . 70 

1926 . 65 

1927 . 69 

1928 . 66 • 


• Average for 5 months. 

The decline has IxKui practically continuous during 
the period. In 1928 the average size of order is 86 per 
cent of what it was six years earlier, a decline of 16 per 
cent. 

There is some evidence that chain stores call for 
smaller meat deliveries than do unit stores. The fact 
that in five of the thirteen cities represented in the table 
on page 193 sales are being made to the Great Atlantic 
and Pacific Tea Company, which is really a purchaser in 
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wholesale quantities for its retail outlets, must not mis¬ 
lead the reader, as the packer makes store door delivery 
and a separate sales ticket is made out for each such 
delivery.** Of those cities having A. & P. purchasers all 
show a lower average size of order in 1927 than in 1925; 
and in the eight other cities, seven of the eight show a 
lower average, ^loreover, the percentage of decline has 
been greater for the five cities where meat is sold to the 
Great Atlantic and Pacific Tea Company than in the 
eight other cities. The relationship is as follows: 


Per cent 

1925 1927 Decline 

Average order, A. & P. cities. 150 120 20.0 

Average order, other cities. 114 95 163 

In a study issued by the Institute of American Meat 
Packers * it was shovni that the average size of order for 
two meat packers was as follows in 1928: for Company 
A, $35.00; for Company B, $32.50. The relative num¬ 
ber of what were called small orders and the sales volume 


produced bv them was reported for the two companies 
as follows; 




Company 4 

Company B 


Per Cent 

Per Cent 

Per Cent 

Per Cent 

Size of Order 

of Total 

of Total 

of Total 

of Total 


Orders 

Volume 

Orders 

Volume 

Less than $ 5. 

.. 22.4 

1.9 

252 

2.3 

Less than 10. 

.. 39.1 

5.5 

43.7 

6.6 

Less than 15. 

.. 50,5 

9.6 

54.7 

10.9 

Less than 50. 

.. 80.7 

34.8 

82.9 

35.6 


** The packer in question reports that warehouse delivery is 
tnade in Philadelphia and Boston, but the figures do not indicate 
significantly larger deliveries in those cities. 

"Greer, Howard 0., The Coat of Handling Smalt Orders and 
Accounts* 
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The forces mahing for smaller meat orders are found 
both in trade practice and in changed habits of life. Of 
the trade practices a packer says: Some years ago re¬ 
tailers of meats generally bought both sides of a dressed 
beef animal. With improvements in packer service and 
the assurance of regular supplies, retailers found it 
practicable to buy only one side of a beef at a time. Still 
further improvements and the fact tliat retailers in some 
neighborhoods found that their customers want cuts of 
beef from only certain parts of animals have caused 
dealers to buy their beef in quarters, or in certain whole¬ 
sale cuts.* 

The changes in the customers wants liave been the 
results of a variety of influences. Behind such change 
in demand there is the force of many changes in Ameri¬ 
can standards and habits of life. To our grandparents 
it might have seemed strange to buy fresh pork other¬ 
wise than by the pound (the quarter was a common unit 
of sale in country districts during the winter), but to the 
modern apartment-dwelling housewife there is nothing 
peculiar in asking for two pork chops, and to many 
such housewives the idea of purchasing a ham, or a side 
of bacon would seem, and indeed might well be, pre¬ 
posterous. Tf families are small, or if meals must be 
cooked in small quarters and perhaps in brief hours be¬ 
fore or after employment, menus will be planned 
accordingly. 

Competition, especially as it expressed itself through 
a desire for service to modern housekeepers, has been 

“Swift k Company, 1928 Yearbook, p. 18. A wholesale cut is 
in most cases a comparatively small part of a carcass. 
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another force tending to reduce the size of orders given 
to meat distributors. In some cases the new types of ser¬ 
vice have taken the form of package goods which, coming 
in units appropriate to apartment living, has made it 
convenient for the retail meat dealer to purchase accord¬ 
ingly. A complementary influence lias been the willing¬ 
ness of the packers to give the dealer a more frequent 
delivery service and to encourage him to improve his 
own methods of meat handling and his stock turnover. 
Where the salesman previously called once a week, he 
has been encouraged to solicit orders more frequently, in 
some cases for city trade as often as every two days. 

VII. IN THE HARDWARE TRADE 

The bidief that orders were declining in size and that 
many purchasers were buying in such small lots that 
their trade was hardly worth its cost caused the Hard¬ 
ware Council ” to make a study of the matter, the results 
of which were presented to the Council in 1926.* 
Although the published returns did not contain figures 
making possible an accurate comparison of the size of 
orders for a series of years, it was the conclusion of those 
making the study that the percentage of small orders had 


"The Hardware Council is composed of four manufacturers 
from the American Hardware Manufacturers^ Association, four 
wholesalers, two each from the National Hardware Association 
of the United States and the Southern Haniwaro Jobbers’ Associa¬ 
tion. and four retailers from the National ReUiil Hardware Asso¬ 
ciation. The secretaries of the several associations are members 
cx officio. It is an advisory body devoted to the study of trade 
Questions of common interest. 

"This report, called “The Small Order Problem.” \vi\a included 
in a bulletin on Trade Betterment published by the Council in 
March. 1927. The report has been supplemented by corre^ondence 
with the Secretary of the National Hardware Association. 
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been increasing. There was considerable indirect evi¬ 
dence that this conclusion was justified. Many manu¬ 
facturers, for example, reported methods which they 
w'ere introducing to overcome what they referred to as 
the tendency towards small order parcel post business.’^ 
The chief value of the report was the evidence fur- 
nished as to the size of orders current in the hardware 
trade. To a question asking manufacturers whether they 
received orders as small as $20 or less, and if so what 
percentage of their business was done in orders of that 
size, 75 replied that relatively few of the orders received 
by them were for less than $20. The figures presented 
by the remainder indicated that from a fraction of 1 per 
cent to 75 per cent of their orders were in that class." 
Information as to the size of orders received by whole¬ 
salers was somewhat more satisfactorily presented. The 
following statements from the summary of wholesalers 
reports are pertinent. 

Perc€Mitage of customers’ invoices over $20. 35 

Percentage of customers’ invoices of $20 and less... 65 

Average amount of invoices over $20.$65 

Average amount of invoices of $20 and less. $7 

Data for this study were also collected from retailers 
concerning their orders to wholesalers. A few excerpts 
are appropriate. 


Percentage of orders over $20.. 46 

Percentage of orders for $20 or less. 54 

Average amount of orders over $20. $55.08 


Average amount of orders for $20 and less.. $6.71 
Percentage of orders which came parcel post.. 28.7 


The total number replying to this inquiry was not stated. 
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Concerning retailers’ purchases, the following com¬ 
ments were included in the report: 

Retailers’ purchases amounting to more than $20 range 
from a low of $22.12 to a high of $123.18. 

Two retailers ordering from two jobbers reported all their 
orders to be under $20 and to average $3.94. 

The smallest reported percentage of orders under $20 
was 22.3. 

What conclusions may he drawn concerning the 
comparative size of orders during the hand-to-mouth 
period**? A number of statements are needed for a 
summary answer: 

1. It is certain that the evidence does not justify the 
conclusion that small orders, since 1920, have been be¬ 
coming a larger proportion of the total in every line of 
business. Not a few concerns have been experiencing 
an increase in the average size of order received. 

2. An increase in the relative frequency of small 
orders and a decrease in the average size of order, though 
by no means universal, have l)een occurring in many 
types of American trade. There is some reason to 
believe this condition to be more general in whole¬ 
saling than in manufacturing. 

3. Even where the average order in 1927 is smaller 
than it w^as five, six, or seven years earlier, or where the 
proportion of small orders has increased, the trend has 
seldom been a continuous one. In manufacturing this 
fact is particularly noticeable. The year 1923, in 
which business generally improved, brought in many 
cases large orders and a smaller proportion of small ones. 
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4. In certain industries, of which food canning is out¬ 
standing in the data studied, the proportionate increase 
in the number of small orders has by no means been 
accompanied by a proportionate increase in the percent¬ 
age of business done in small orders. This suggests: 

a. That in so far as a small order is secured and 
handled at no less expense than a large order, an in¬ 
crease in the percentage of small orders adds to selling 
costs.” 

b. That for a business in which a large dollar vol¬ 
ume is sold in relatively few orders, even a consider¬ 
ably increased percentage of small orders, though an¬ 
noying, adds nothing significant to costs of marketing 
expressed as a percentage of the dollar volume. 

c. That for a business in which there are typically 
many orders in proportion to the dollar volume of 
business done, a considerable ]u*rc(*ntage increase in 
the number of small orders may add significantly to 
marketing costs. 

5. While the period 1920-1927 has \nivn a small order 
period, it has to a striking degree in c<‘rtain industries 
lx?en a large order period. In those; industries, commit¬ 
ments of a size never known l)efon* the war have Ix^come 
a common post-war phenomena. 

6. A considerable amount of pre-war evidmice fur¬ 
nishes a basis for concluding that ‘‘ small orders were 
known at certain times before 1917. There is reason to 
believe, however, that small orders have been a more 
serious phenomenon and a more continuous one since 
1920. 

** For a discussion of costs of small orders, see p. 373. 
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HAND-TO-MOUTH SHIPPING? 

In the two preceding chapters attention has been cen¬ 
tered on the changes which have taken place in the size 
of orders for a scries of years and for various com¬ 
modities. As was pointed out (see page 97), it was not 
always possible in that discussion to distinguish sharply 
Ix^tweeii ord('rs received and shipments made, although 
ordinarily, where the two did not correspond, it was or¬ 
ders as commitments that were involved. The central 
themci in this chapter, however, is shipping rather than 
ordering. To what extent, if at all, is it a falling off in 
the size of shipments rather than of orders that fur¬ 
nishes ground for complaint ^ Perhaps the current 
j)hrase should read " Hand-to-Mouth Shipping.^’ There 
are two questions: 

1. What changes, if any, have been taking place in 
the size of shipments? 

2. How do changes in the size of shipments (jompare 
with changes in the size of orders? 

The study of these questions has been limited to cer¬ 
tain data from the canning industry—data which are 
not necessarily significant for other industries. 
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1. ARE SHIPMENTS GROWING SMALLER? 


Reports were secured from twelve canning companies 
showing the number of shipments for various products 
for a series of years and showing also the number of 
cases of each of the given commodities shipped in each 
of the years. From one company was also obtained the 
size of each order received and the number and size of 
shipments made in filling each order, for the 21 years 
1907-1927. We shall first consider shipments of canned 
corn. 

Average Size of Shipments of Canned Corn, 1924-1927 
(Six companies combined) 



A combination of the reports of ,su: corn-canning com¬ 
panies for the period 192Jr 10^7 shows a marked decline 
in the average size of shipments, (See chart on this 
page.) The average shipment was cases in 1925 and 
399 cases in 1927, being thus 22..5 per cent smaller in 
the latter year. The average size of shipment for the 
six companies was, however, lower by 54 cases in 1924 
than it was in 1925. The size of shipment in 1927 was 
thus only 13.5 per cent lower than in 1924.* 

‘Data from a seventh company were added to that of the six 
for the period 1925-1927. It effected no signiheant change in the 
average. 




sented individually. (See chart on this page.) Compa¬ 
nies 46 and 27 have had in 1926 and 1927 a decline in 
the average size of shipment In this the history of each 
is similar to that of the six companies. Company 34, on 
the other hand, experienced a marked increase in the 
average size of its shipments in 1927. Company 46, 
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like the combined companies, had smaller average ship¬ 
ments in 1924 than in 1925, but the other two companies 
had definitely larger shipments. The variations between 
1922 and 1924 are so great that they can best be ol>- 
served in the chart.* An examination of the chart for 
the whole period fiu* wliich these records run brings out 
forcibly the fact that year to year fluctuations in llu* 

Average Siuz of Shipments of Canned Pe.^8 


I. FOUR OOMPANIF.S COMBINED 


U. SEVEN COMPANIES 
COMBINED 


average size of shipment did not begin with 1920. Par¬ 
ticularly worth observing are the two or three years of 
noticeably small and large shipments for each company. 
Such observations will lead to the conclusion that there 
has been a considerable, variation in tlie size of shipments 


* Company 27 was the cmly one for which data were obtained 
for 1921. This company .sh<nvs, ff>r that year, a smaller average 
aize of shipment than for any year sinw? that time. While this 
company's pack was small in 1921, it sr*cms doubtful whether 
the small size of its average shipment is to be accounted for on 
that basis, for although its pack was three times as great in 1922 
the average size of shipment gained only slightly. 
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from year to year among different concerns, and will 
yield some evidence, at least, that a size of shipment 
comparable to that of 1026 and 1027 was not unknown 
prior to the war. 


Averu'.b Size of Shipments of Canned Peas, Company 27 



A combination of the expericiuc of four pea-canning 
companies for 192Jf-1927 shows a steady decrease in the 
average size of shipment for the period. (See chart on 
page 204.) The actual decline is from 713 cases in 
1024 to 417 cases in 1027, a decline of 41.6 per cent. 
The records of seven companies—including the four 
spoken of above—for the years 1025-1027 show a simi- 


or Cash 
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lar decline. Data concerning the pea shipments record 
of Company 27 were secured for certain years beginning 
with 1913. This company’s history shows a decline since 
1925 comparable to that of the companies studied in the 
combination, except that shipments in 1927 averaged 
approximately the same as in 1926. (See chart on page 
205.) Nor does this company’s shipments show any 
great variation, excepting for the drop in 1926 and 1927, 
since the year 1920. Average shipments were unusually 


Average Size of Shipments of Canned Tomatoes 

n. COMPANY 10 

COMBINED 




large in 1917 and 1919, while 1913 and 1915 may be 
compared with the years since 1920. Worth noting is 
the fact that in 1915 the average size of shipment was 
lower than in any other year of the series. Although the 
pre-war years are few, this seems to be further evidence 
that shipments of canned foods did not average higher 
in pre-war years than they have since 1922. 

A comhination of the experiences of three tomato- 
canning companies for the years 192^-1027 shows 
that the average size of shipments increased somewhat 
in 1025 and declined in 1026 and 1927, (See charts 
on pages 206 and 216.) The chief decline was from 
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1925 to 1926. The total decline from 1925 to 1927 
was from 312 cases to 269 cases—a drop of nearly 14 
per cent. 

The shipment histories of Company 10 and Company 
35 are worth study. Company 10 shows, except for a 
sharp decline in 1922, no serious change in the average 
number of cases per shipment. The average shipment 
was small through the period, the highest average being 
153 cases.* 

The history of Company 35 shows clearly certain 
facts: 

1. There was a period from 1907 to 1909 when the 
average size of shipment was low, in the sense that it 
is comparable to the period since 1922.* 

2. The size of shipment in 1926 and 1927 shows an 
average lower than the average for the three years prior 
to 1910. 

3. P>om 1909 through 1919 there was a definite 
upward trend in the average size of shipments.* 

4. Hegiiining with a sharp drop in 1920, there has 
been an almost continous decline of the average size 
of shipment since 1919. 

5. The period as a whole shows first a rise and then 
a decline in the average size of shipment, with the last 

•This company’s annual pack averages around ten thousand 
cases of tomatoes. 

*This gives support to the idea suggested earlier by limited 
data that a similar low shipment existed for corn and peas. 

•The trend wius not continuous, there being several years 
showing declines, 1917 being a rather extreme case. There is some 
reason to believe that government purchases were not included 
in the 1917 data. 
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few years of the period showing an average size not 
greatly different from the first few years. 

It is possible to set out this company’s experience in 

more detail than can be shown by the average size of 

shipments. It was possible, for example, to study the 

changes in the number of such small shipments as those 

for less than 25 cases. There were also other groupings 

made which were quite different froin the groupings 

of the sizes of orders made in Chapter VITT. The eight 

groupings of shipments were as follows: 

Less than 25 cases 
25 to 50 cases 
50 to 100 cas<\s 
100 to 200 cases 
200 to 300 cases 
300 to 500 casf s 
.500 to 1,300 cases 
1,300 cases or over 

From a study of the data, it became (juite clear that 
when this company made a shipment of from 500 to 
1,300 cases, it was almost invariably a carload lot. 
Tills accounts for tlie group including this wide range 
of shipments. This company during the whole period 
considered had only two shipments of more than 5,000 
cases and only two for exactly 5,000 cases.* The group 
1,300 cases or over includes, therefore, with the excep¬ 
tions noted, shipments from 1,300 to 5,000 cases. 

The percentage of the number of shipments which 
fell into each of the.se clas.ses and the proportion of 
volume represented by each class of shipments for each 
year of the series is shown in the table on pages 210-211. 


•There was one shipment in 1900 for 6,000 cases; one in 1908 
for 7,000. There were 5,000 case shipments in 1908 and in 1914. 
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Perhaps the most noticeable fact shown by the table 
is the decline in the percentage of shipments of less 

Sizes of Tomato Shipments, Company 35, 1907-1927 

(Number of shipments and volume of business represented by 
each size group—in number of cases—as percentages 
of respective yearly totals) 

I. NUMBER OF ORDERS 



II. VOLUME OF BUSINESS 



than 25 cases in the period 1007-1019 and the increase 
in the period 1020-1027. The percentage of shipments 
in the group 25 to 50 cases behaves in a very similar 
fasliion. 

15 
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In the chart on page 209 the same data put into three 
classes are shown graphically. 

The proportion of shipments of Company S5 which 
were in lots of less than 500 cases has been increasing 
rapidly since 1918, On the other hand the proportion 
of shipments in the 500 to 1,300-case group (carload 
group) has been declining markedly since 1921. In 


Sizes of Shipments of Canned Tomatoes, Company 35 

(Number of shipments and volume of business represented by each 
size group each year, as percentages of respective yearly totals) 

I. Number of Shipments 


Year 

Less 

than 

25 

Cases 

25 

to 

50 

Cases 

50 

to 

100 

Cases 

100 

to 

200 

Cases 

200 

to 

300 

Cases 

300 

to 

500 

Cases 

500 

to 

1,300 

Cases 

1,300 

Cases 

or 

Over 

1907,... 

5.7 

6.3 

3.2 

8,9 

5.7 

8.9 

59.4 

1.9 

1908.... 

5.2 

10.3 

3.7 

15.4 

11.7 

5.9 

46.3 

1.6 

1909... 

5.0 

8.9 

6.7 

15.6 

13.4 

5.6 

43.1 

1.7 

1910,,.. 

4,0 

5.4 

5.0 

15.4 

7.4 

4.0 

54.8 

4.0 

1911.... 

2.9 

4,0 

6.2 

7.3 

9.4 

5.5 

60.7 

4.0 

1912.... 

6.9 

3,8 

5.4 

7.7 

6.2 

6.2 

56.1 

7.7 

1913.... 

1.9 

3.8 

5.8 

9.6 

13.9 

5.8 

52.0 

7.2 

1914.... 

2.5 

5.1 

8.6 

8.6 

2.5 

5.1 

53.4 

14.2 

1916.... 

1.5 

4.4 

7.3 

12.4 

2.9 

7.3 

54.7 

9.6 

1916.... 

1.1 

2.9 

1.7 

8.0 

4.6 

8.0 

62.8 

11.5 

1917.... 

— 

_ 

1.7 

26.7 

10.0 

6.7 

51.6 

3.3 

1918.... 

0.8 

2.5 

1.7 

4.9 

3.3 

4.9 

64.6 

17.4 

1919.... 


— 

— 

— 

12.9 

9.7 

54.8 

22.6 

1920.... 


2.8 

— 

13.9 

— 

5.6 

72.1 

2.8 

1921.... 


— 

5.2 

10.3 

4.1 

3.1 

73.2 

— 

1922.... 


3.4 

6.3 

13.0 

8.8 

6.7 

58.5 

0.4 

1923.... 

Kfsl 

3.6 

15.0 

13.6 

5.0 

6.4 

52.8 

— 

1924.... 

■n 

8.8 

12.1 

18.7 

11.0 

6.6 

35.1 

3.3 

1925.... 

6.3 

4.7 

10.9 

16.4 

7.8 

8.6 

43.7 

1.6 

1926.... 

5.3 

17.4 

9.9 

16.1 

12.1 

9.1 

29.6 

1.5 

1927.... 

4.9 

14.0 

14.0 

16.1 

7.7 

6.3 

34.2 

2.8 
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II. Volume of Business 


Year 

Less 

than 

25 

Cases 

25 

to 

50 

Cases 

50 

to 

100 

Cases 

100 

to 

200 

Cases 

200 

to 

300 

Cases 

300 

to 

500 

Cases 

500 

to 

1,300 

Cases 

1.300 

Cases 

or 

Over 

1907.... 

0.1 

0.4 

0.3 

2.4 

2.8 

6.5 

77.3 

10.2 

1908.... 

0.1 

0.7 

0.5 

3.6 

5.9 

5.1 

62.6 

21.5 

1909..., 

0.1 

0.6 

0.8 

4.1 

m»m 

5.9 

68.1 

13.2 

1910.... 

0.1 

0,3 

0.5 

3.2 


2.5 

72.1 

18.4 

1911.... 

0.1 

0.2 

0.7 

1.6 

3.8 

3.4 

76.1 

14.1 

1912.... 

0.2 

0.2 

0.5 

1.6 


3.1 

68.0 

24.0 

1913.... 

0.1 

0.2 

0.6 

2.0 


3.9 

66.9 

20.8 

1914.... 

0.1 

0.2 

0.6 

1.5 

0.8 

2.6 

52.7 

41.5 

1915.... 

» 

0.2 

0.6 

2.3 

1.0 

4.4 

61.1 

30.4 

1916.... 

a 

0.1 

0.1 

1.3 

1.2 

3.9 

60.2 

33.2 

1917.... 

_ 

_ 

0.2 

6.4 

4.1 

4.0 

74.1 

11.2 

1918.... 

a 

0.1 

0.1 

0.6 

0.7 

1.6 

60.6 

36.3 

1919.... 

— 

— 

— 

— 

2.4 

3.5 

48.7 

45.4 

1920... 

0.1 

0.1 

— 

2.6 

— 

3.1 

88.2 

5.9 

1921.... 

0.1 

— 

0.5 

1.8 

1.6 

2.0 

94.0 

— 

1922,... 

0.1 

0.2 

0.6 

2.9 

3.4 

4.3 

87.0 


1923.... 

0.1 

0.2 

1.8 

3.1 

2.2 

4.6 

88.0 


1924.... 

0.1 

0.7 

1.8 

5.4 

5.9 

6.0 

63.9 


1925.... 

0.2 

0.3 

1.3 

4.3 

3.9 

6.9 

78.4 

BeItI 

1926.... 

0.2 

1.3 

1.6 

4.7 

7.4 

8.7 

64.2 

11.9 

1927.... 

0.1 

0.9 

2.1 

4.4 

4.3 

5.6 

67.7 

14.9 


• The volume of shipments of this size was less than .05 per cent, 
of the total for the year. 


1027 those shipinonts wore loss than one-half as fre¬ 
quent, relatively, as in 1020 or 1021. The proportion 
of the volume going in this class of shipments has also 
been declining since 1921 but by no means so rapidly as 
the proportion of the number of such shipments. The av¬ 
erage proportion of volume so shipped in the period 
1925-1927 is higher than the average for 1914-1919. 
Since 1920 this company has made comparatively few 
shipments of 1,300 cases or more. The percentage of 
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its volume taken in such shipments is also much lower 
than for the earlier years of the period, but has been 
much larger since 1923 than for the period 1920-1923. 

From 1909 through 1916 there was a definite down¬ 
ward trend in the proportion of shipments which were 
less than 500 cases and a less marked downward trend 
in the volume accounted for by such shipments. It 
appears that this decline may be explained by the in¬ 
creasing percentage of shipments which were going out 
in lots of 1,300 cases or more. The proportion of the 
company’s volume which has gone out in shipments of 
1,300 cases or over has also been tending upward during 
the same period. 

One significant effect of the increasing importance 
during recent years of less than SOO-case shipments as 
compared with those of 500 cases or over is the resulting 
increase in marketing costs. Office costs for recording, 
billing, and collecting and to some degree costs for 
packing, loading, and trucking arc al)Out the same for 
each shipment whether it is large or small.^ Therefore a 
decrease in the size of shipments causes the cost per case 
of these services to increase. Even more important, how¬ 
ever, is the increase in freight charges. Assuming that 
Company 35 shipped 100,000 cases in each year, the 
freight, as the result of an increased proportion of less 
than 500-case (less than carload) shipments, was approx¬ 
imately $1,800 more in 1926 than in 1918.* 

^Sco dis<'iLS8ion (d costs on pp. 384-390. 

•These calculations arc based on the compilations of canners’ 
reports on costs tabulated on pp. 386-387. 
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Limited data secured from fruit and salmon com¬ 
panies give further evidence as to changes in the size 
of shipments, (See chart on this page.) The experience 
of two pear-canning companies seems to show a steady 
decline in average size of shipment from 1924 through 
HP27. On the other hand, the experience of one peach- 

Averagb Size of Shipments op Canned Fruit and Salmon 
(Four individual companies) 


I. PEARS, II. PE.ARS, III. PE.\CHES, IV. SALMON, 

COMPANY 38 COMPANY 14 CUMP.ANY 13 COMP.ANY 44 



canning company shows the same average size of ship¬ 
ment in 1926 as in 1925 and a slight rise in 1927. It 
is noticeable that all of these three fruit companies 
show a very small average size of shipment. 

One salmon-canning company shows a large average 
size of shipment in 1924 and a still larger average in 
1925. Averages for 1926 and 1927 are considerably 
smaller, with 1927 slightly smaller than 1926. 
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II. SIZE OF SHIPMENTS COMPARED WITH SIZE 
OF ORDERS 

Now that the evidence on changes in size of shipments 
has been reviewed and changes in the size of orders 
have had discussion (Chapters VlIl-IX), it is pertinent 
to compare the two. The most important piece of evi¬ 
dence secured on this point was the size of every order 
received and every shipment made by Company 35 for 
the 21-year period 1907-1927. 

Has the number of shipments per order changed? 
If so, can an explanation be given ? A general impres¬ 
sion of the relationship of the size of orders to the size 
of shipments can be gained from the part of the chart on 
page 215 which shows for each year the average size of 
each. But a more accurate picture is obtained in the 
first part of the same chart, which shows the actual num¬ 
ber of shipments per order for the period.* 

Shipments per order declined from 1907 to 1909, 
inclusive. The decline results from an increasing num¬ 
ber of orders accompanied by an increasing number of 
shipments, the latter, however, increasing less rapidly. 

The number of shipments per order remained fairly 
uniform from 1910 to 1915, inclusive. Shipments at 
the beginning of this period are high in number and 
tend downward with much variation. The number of 
orders does the same. But the two maintain a practi¬ 
cally identical relative variation w^hich results in the 
uniformity of the ratio. Shipments per order are much 
higher in 1916, 1918, and 1919 than in any other years. 

•For each year the number of shipments was divided by the 
number of orders. 
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In 1916 the number of shipments advanced considerably 
over the number of 1015, while orders declined in num¬ 
ber.** The same is true for 1018 as compared with 1017. 
In 1010 both shipments and orders declined in number, 


Size op Shipments Compared with Size of Orders, Canned 
Tomatoes, Company 35, 1907-1927 



but the decline in orders is greater, so that the number 
of shipments per order is still higher than in 1018. 

**It is worth while to note the difference between this and 
the period 1907 to 1909, when a change took place, although the 
number of shipments and the number of orders were both moving 
in the same direction. 
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One might conclude from observing the large number 
of shipments per order in 1916, 1918, and 1919 that 
shipments were small in these years. This, however, is 
exactly contrary to the facts. The average size of ship¬ 
ments for each of these three years is higher than in 
any other year. This paradoxical situation is brought 
about by the fact that orders in those three years are 
extremely large, averaging 3,328 cases in 1919. In 
one of these years this company received an order for 
40,000 cases, all of which went out in shipments of a 
carload or more. Tn all three of these years there were 
numerous large orders. 

The number of shipments per order was lower in 
1917 than in any other year of tlie series. This was a 
real year of hand-to-mouth buying for this company in 
certain senses. It received very small orders, the largest 
being for 2,000 cases. A great many were for less than 
a carload, and in more instances than in any other year 
the order went in a single shipment. Three shipments 
was the largest number used for any order. In the 
period 1921 to 1925, inclusive, the number of shipments 
per order rose steadily. It was somewhat smaller in 
1926 and 1927. In the first two years of the period, 
both shipments and orders were increasing in number, 
but shipments were increasing more rapidly than orders. 
The next two years both orders and shipments were 
declining, but shipments less rapidly. Since that time 
both have been advancing, shipments more rapidly in 
1925, orders more rapidly in 1926, and orders and 
shipments uniformly in 1927. 
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There are three striking general conclusions to be 
drawn. 

1. Shipments per order have increased for most of 
the period since 1920. 

2. An increase in shipments per order does not neces¬ 
sarily indicate that the size of shipments is growing 
smaller; shipments per order during the period have 
increased and decreased at different times for very 
different reasons. 

The number of shipments per order, since 1920, 
is similar to that of pre-war years; shipments per order 
for the nine years 1907-1915 averaged slightly higher 
than for the eight years since 1920.^* 

“In the years 1907 to 1915 there was an average of 1.93 ship¬ 
ments per order; from 1920 to 1927 an average of 1.76 shipments 
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A. STOCK BURDEN 




CHAPTER XI 


THE CONCEPT 

As was suggested in Chapter II, one may imagine a 
system of specialized production in which every engi¬ 
neering ideal has been realized to the last degree. One 
may even dream of production so organized that no 
business concern or other economic unit would be 
obliged to carry stocks of raw materials or of finished 
goods. Fancy may picture supplies of every sort flowing 
into factories just as machines are ready to use them; 
goods flowing out to freight cars and trucks just pulling 
up to shipping platforms; merchandise arriving at 
dealers’ shelves just when space was made available by 
housewives carrying off goods to supply their husbands 
and children, who were just ready to consume them upon 
arrival. Under such conditions the burden of expense 
and risk borne by society because of the stocks neces¬ 
sary to the production process would be at a minimum. 
But such a picture is fanciful indeed when we consider 
the problem of production, even in terms of our best 
available technique and knowledge of organization. The 
necessity for seasonal production of many products, the 
economy attendant upon shipments of certain sizes,* 
the preparation for possible breakdowns in transporta* 

‘See discussion of costs for various sizes of orders on pp. 373- 
396. 
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tion are only a few of the causes of inventory, quite aside 
from speculation for price advance. 

Yet inventories are at best a necessary evil. As every 
business man knows, the necessity for stocks is un¬ 
fortunate. Inventories represent money tied up”; 
they represent danger of loss through spoilage, fire, and 
obsolescence; they represent risk through price change. 
There is always the urge, on the one hand, to keep at a 
minimum siicli costs, losses, and risks, and, on the other, 
to have in stock all needed styles, types, and varieties 
and to be protected against the limitations of supplying 
agencies. 

The effort to keep down inventories is in the center 
of any picture of hand-to-mouth buying. Some persons, 
indeed, define hand-to-mouth buying as little else than 
buyers’ efforts to secure low(‘r inventories and more 
turnover. It is considered [to W] the purchase of 
stocks of merchandise .... so as to (mcourage more 
rapid turnover and reduce inventories.” * Also, “ More 
turnover was the e.xpression used in 1012 for w^hat we 
happen to call now hand-to-mouth buying."’ 

More common, however, has been the statement that 
inventories are not so much lessened as that their burden 
has been shifted. “ The burden has simply hoen shifted 
from one pair of shoulders to another.” * This supposed 
shifting, it is widely believed, has enabled merchants 
to carry a .smaller part of the total volume of goods going 

^Industrial Management, Jiinr, 1927, Vol. 73, pp. 344-7. 

‘Sammons, Wheeler, in Hand-to-Mouth Buying Metropolitan 
Life Inmiranec Company Bulletin, p. 98. 

‘‘Masters, Chester, ibid. 
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through the process of trade, forcing those less far along 
the line of specialized producers to carry the inventory. 
We hear, for example: ^^Distribution costs for the 
manufacturer are increased l>ecause they are forced to 
carry larger stocks. The burden of carrying stocks is 
shifted from the distributor to the manufacturers.’’ ‘ 
Again. The system of jnireliasing in small lots has 
forced the manufacturer into the distribution business." “ 

Blit inventories may he com^tdered from a social point 
of view. So considered, two matters are important. 
First, it is important that such inventories as must be 
held should l>e held at the points of greatest economy. 
So long as goods are available as needed, it is not of 
great social significance whether stocks are carried by 
producers of raw materials, manufacturers, or mer¬ 
chants, provided the carrying is done at the place where 
it can be done most cheaply. The calculations of business 
men in the competitive struggle are constantly at work 
to place or keep stocks at points of lowest cost. It is 
also of great consequence from a social point of view that 
total stocks in any or all trades are higher, or lower. If, 
as a society, we can do our total business on a relatively 
smaller social inventory, we have gained: if with the 
same volume of trade our total inventories have in 
creased, there is a loss. Total inventories constitute a 
burden of social investment and risk which it is desira* 
ble to keep as low as possible. In a study of stocks, there- 

• Plumb, Fayette R., Printers Ink Monthly, Januan% 1927, 

p. 21. 

•Carroll, Walter C., in Hand-to-Mouth Buying Metropolitan 
Life Insmance Company Bnllctin, p. 39. 

16 
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fore, it is worth while not only to ask whether the stocks 
of manufacturers and other specialists early in the line 
of production have increased and whether the stocks of 
merchants have decreased, but to give thought also to the 
question whether, under current buying methods, the 
total social inventories are expanding or contracting. 

Variatiom in the volume of stocks are an inadequate 
measure. The average stock or inventory of a manu¬ 
facturer, packer, mining company, or other producer 
may become greater or less from year to year, but a 
comparison of such variations tells very little. An in¬ 
crease in sales may have required an increase in in¬ 
ventory; a decrease of sales, a diminution of stocks 
carried. To determine whether stocks are of more 
serious concern to a business at one time than at another, 
they must be compared with the volume of business 
done. Such a comparison gives us a concept which we 
may speak of as the stork Imrden, The average of the 
stocks on hand at the end of each month of a calendar 
year divided by the average of the sales for the twelve 
months of the same year would be one simple way of 
determining the stock burden for a year. The peculiar 
conditions of a business may make other comparisons 
of stocks and volume of business more desirable ways 
of determining stock burden.^ 

In the discussion of inventories in this study, it is 
the stock burden which is considered. In many instances 
figures on both stocks and shipments could be secured. 
Dividing stocks by shipments gives a satisfactory 

^ Or limitations of data may make them necessary. 
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measure of the stock burden, and where used this ratio 
is spoken of as the stock-shipments ratio.* In other cases 
stock burden has been determined by obtaining a ratio 
of stocks to apparent consumption, or stocks to orders 
to be shipped out of warehouses, or by using other 
device^ which will be indicated as used. Stock burden 
may also be conveniently measured by measuring stock 
turnover. Indeed, in measuring the stock burden of 
merchants, this is the method most easily employed and 
most commonly used. In the discussion of the stock 
burden of merchants in Chapter XIV turnover has been 
used as the measun*. 

An examination of our total social stock burden would 
require a sfudjf not only of goods for sale but also of 
supplies for manufacture and consumption. Producers, 
other than merchants, have two types of stock burden. 
On the one hand, they have a stock of finished goods for 
shipment and, on the other, a supply of raw materials.* 


* In instances in the st\uly where the monthly figures for both 
stocks and shiianents were obtained, it would have been possible 
to divide the average stocks of the calendar year by the average 
shipmentvS of the same year. It is assumed, however, that to some 
degree managers attempt to keep inventories of finished goods 
in line with prospective sales. Therefore, in certain c^ses the 
shipments-year was computed as beginning somewhat later than 
the stocks-year. In a number of instances the average of stocks 
on hand at the ends of the months of each calendar year were 
divided by the average of monthly shipments for twelve consecu¬ 
tive months beginning with July of the same year. Probably 
this, in some instance.**, allows too long a period of preparation 
for sales. In others, it is perhaps too sliort. It is believed to be, 
however, as satisfactory as any single adjustment that might have 
been used. Where the phrase stock-^ipments ratio ” is used, 
it will refer to a ratio so constructed, unless otherwise indicated. 

• The farmer’s inventory of raw materials, especially if one con¬ 
siders his growing crops and immature livestock, is a particularly 
interesting one. 
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Afanufacturors often refer to the second as “ stores.” 
The merchant, in his packing materials and the like, 
has a small “ materials stock,” but, for the most part, 
what the merchant buys he has for sale. 

We are, then, ready to ask; 

1. Is there evidence that the burden of stocks has 
been materially shifted from one type of producer to 
another ? 

2. Has the burden borne by society in the form of 
stocks of materials and goods in the process of produc¬ 
tion been declining or increasing under modt'rn con¬ 
ditions of trade? 

To throw light on these cpiestions, a wide range of 
material has been studied, which, for ptirpo.ses of anal¬ 
ysis, has been classified as follow: 

Stock burden of goods for sale by others than merchants; 

Stock burden of raw materials, chiefly of manufacturers; 

Stock burden of goods for sale by merchants. 



CHAPTER XTT 


STOCK BURDEN OF GOODS FOR SALE 
BY OTHERS THAN MERCHANTS 

The stock burden of goods ready for sale, at mines, 
at refineries, on farms, in warehouses, and at manu 
facturing plants is represented in the samples discussed 
in this chapter/ 

Manufacturing has furnished a plurality of the cases. 
Certain of the samples have been classified into six 
general industry groups: non-ferrous metals; iron and 
steel products; textiles; food products; building mate¬ 
rials; and agricultural products. Samples which were 
not classified ar(‘: boots and shoes, gasoline, and pneu¬ 
matic tires. 

I. SAMPLES AMONG THE NON-FERROUS METALS 

The non-f(Trous metnls are represented by zinc ore 
(Joplin District), refined copper, and tin. 

The stock burden of non-ferrous metals, as measured 
by the stock-shipmenls ratios of three samples, has been 

* Except where otherwise indicated, the stock burden has been 
roinputed by the method described in footnote 8 on p. 227. 
That is, the average of file stocks on hand at the ends of the 
months of each calendar year was divided by the average of 
monthly shipments for tw’elve consecutive months beginning with 
July of the same year. 

Sources of stocks and shipments data which have been used to 
compute stock burden for each industry will be indicated where 
the industry is discussed. Except when otherwise specified these 
data are published in the Survey of Current Business. 
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•Concerning copper data see foofnote 3, page 231. 

*’See footnote 4, page 231. 

dine from 103 in 1923 to 37 in 1925.* The same per¬ 
centage was maintained in 1920. In 1927 it was 54. 


* Stocks are those at Joplin District mines, which produce about 
05 per cent of the ore mined in the U. 8. Snipments are recorded 
as loaded at mines by buyers for shipment to smelters. Data are 
from the Joplin Globe. 
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In other terms, this means that in 1925 and 1926 stocks 
at mines at the end of the month were sufficient to supply 
about ten days’ shipments. In 1923 they were high 
enough to supply a month’s shipments. Current buying 
practices in zinc have not caused higher inventories at 
the mines. 

The stock-shipments ratio of refined copper at refin¬ 
eries has been declining rapidly since 1921.* The ratio 
is somewhat higher in 1927 than in 1925 and 1926, but 
much lower than in any earlier year. In 1920 and 1921 
there averaged enough stocks on hand to supply about 
five and a half moiitlis’ shipments; while in 1926 stocks 
were not sufficient for three weeks’ shipments. The 
earlier series (United States only, and not strictly com¬ 
parable with the latter one) shows a steady*decline in 
stock-shipments ratio from 1909 to 1912, with both 1912 
and 1913 less than half as high as any earlier year. The 
similarity of this movement to that of the stock burden 
of till for the years 1909 to 1913 is worth noting. 

The stock burden of tin has Ix^eii declining steadily 
since 1924.* With the exception of the year 1918, it was 
lower in 1927 than in any year of the nineteen from 1909 

• Data for 1909-1914 were compiled by the American Copper 
Producers’ Association and published in the “ Metals £md Ma¬ 
chinery ” section, Record Book of Business Statistics. They 
represent domestic conditions only. Data for 1920-1928 were 
furnished by the American Bureau of Metal Statistics and rep^- 
sent stocks on hand at, and total shipments from, twelve refineries 
in North and South America. 

* Practically no tin is produced in the U. S. The stock burden 
figure, therefore, is determined by a ratio of stocks at port ware¬ 
houses in New York to deliveries from those warehouses; these 
deliveries may be thought of as shipments. Stock burden is 
therefore a^in, in effect, a stock-ehipments ratio. These de¬ 
liveries indicate aimroximate consumption. Data are from the 
New York Metal Exchange. 
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to 1927. The stock burden reached 122 in 1920, far the 
highest year of the series, with the year 1909 next high¬ 
est. Current practices in this trade show, therefore a 
decreasing rather than an increasing stock burden. 
Stocks at port warehouses in New York at the end of the 
month in 1927 averaged ab^nit nine days^ consuin|)tion 
requirements. 

II. SAMPLES FROM THE IRON AND STEEL 
INDUSTRY 

The stock burden of merchant pig iron, steel sheets, 
and steel barrels for the industry generally and the stock 
burden of a leading steel company are the samples con¬ 
sidered from the iron and st(*(*l trade. 

The samples from the iron and steel trade show no 
justification for positive co)U'lusions regarding the trend 
of stock burden, (See chart on page 2»>3.) The move¬ 
ments are conflicting. Available data for imjrchant pig 
iron, making possible comparisons for the years 1919 to 
1925, show mixed trends.* Th(‘ stock-shipments ratio 
is lower in 1925, the last year of the scries, than in the 
preceding year, but at the same time it is higher than in 
any other year excepting 1921 and 1924. The lowest 
burden was in 1922, with 1919 and 1920 almost as low. 
While there is no trend that is definitely indicated, the 
average for the last three; y(*ars of the s(‘ries is higher 

•Data from the American Pig Iron Aaaociation aa reported in 
the “ Metals and Machinery ” section, Record Book of Btisiness 
Statistics, representing about 90 per cent of production in strictly 
merchant furnaces; that is, those making iron for sale instead of for 
further use in their own plants. Stocks are those at merchant 
furnaces. 
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than that for the first four. The stocks carried have 
varied from the requirements of less than one to those of 
more than two and a half months’ shipments. 

The stock-shipments ratio of steel sheets has varied 
considerably since 1021.* In 1920 and in 1921 the bur¬ 
den was hi^h, amounting to JSl) in 1920, and 83 in 1921. 


Stock Buiu)en in the Ikon and Steel Industry 

(Montlily average of stocks for calentlar year as a percentage 
of average monthly shipments for 12 consecutive months, 
beginning with July of the same year) 


I. MERCHANT PK; IRON II. STEEL SHEETS III. STEEL BARRELS 

VOO 








P 

% 






For every year since it has been very much lower, being 
highest in 1923. In 1926 and 1927 it was higher than 
in either of the two preceding years, but not so high as in 
1923. The stoc'ks carried average somewhat more than 
the amount required for a half-montirs shipments. 


• Data, compiled by the National Association of Flat Rolled Steel 
Manufacturers, represent almost all of the independent sheet steel 
manufacturers. Stocks, both sold and unsold, and shipments of 
black, blue, galvanized, and full finished steel ^eets were used for 
calculating the stock burden. 
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The stock-shipments ratio of steel barrels declined 
from 1924 through 1926, but was higher in 1927.’ The 
stocks of steel barrels compared to other products con¬ 
sidered (and also to other products which will be con¬ 
sidered) are extremely low. Stocks on hand at the end 
of the month average slightly less than 10 per cent of 
the average month^s sales. This means that the inven¬ 
tories on hand were less than sufficient for three days’ 
shipments. 


Stock Burden Index i-x)h a Larue Steel Manufacturing 
Company, 1909-1926 

(Stock burden in 1913= 1(X); see footnote 8 on this page) 



liiia 

^ 






The stock burden of a leading steel company in the 
last year for which data are available was far below the 
peak reached in 1920/ (See chart on this page.) Yet 
the average burden for the years since 1920 is not low 
when compared with the earlier years. During the period 

’ Data, compiled by the U. S. Department of Commerce, Bureau 
of the Census, cover almost the entire industry. 

•Inventories of finished products (in dollars) as of December 31, 
for each year were adjusted by using Bureau of Labor Statistics 
Index of Iron and Steel Prices (averajjed for the same December 
and the following January). Adjusted inventories, as of December 
31, were divided by the average monthly shipments (both domestic 
and export, in tons) of rolled and finished steel products for the 
ensuing year. The ratio thus obtained is expressed as relative to 
1913=100. Data were taken from Poor's and Moody*n Manuals, 
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1909-1914 this company carried about the same stock 
burden as it has since 1921. A very low stock burden 
was maintained from 1915 through 1919. It is worth 
noting that while the trend since 1920 has not been regu¬ 
lar the last two years have seen a decreasing stock 
burden. 

Stock Burden in the Textile Industry 

(Monthly average of stocks for calendar year as a percentage of 
average monthly shipments for 12 consecutive months, 
beginning with July of the same year) 

I. R.VW SILK II. PINISliea) III. WORK IV. HUSIEBT 

COTTON ooons ri.OTHINO 



III. SAMPLES FROM THE TEXTILE INDUSTRY 

Samples from the textile industry include raw silk, 
finished cotton goods, work clothing, and hosiery. 

The samples from the textile industry show the stock 
burden to be decreasing in some industries and increas- 
ing in others, (See chart on this page.) The stock 
burden of raw silk shows considerable variation but no 
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significant trend between the years 1921 and 1927/ In 
1920 the burden was 267, over twice as great as in 
1923, which is the highest after 1920. One of the 
curious features of the series is the fact that the burden 
was lower in 1921 than in any other year of the series 
and that 1921 and 1922 show almost the same propor¬ 
tion of stocks to deliveries as is shown in 1926 and 1927, 
respectively. In 1920 there were enough st<x.*ks on hand 
to supply over two and a half months’ shipments, while 
in 1927 there were only enough to supply about one 
month’s deliveries. 

The stock-shipments ratio for cotton goods in the 
hands of finishers has l)een declining since 1923.“" It 
was lower in 1921 than for any other of the seven years 
studied. If hand-to-mouth buying has Ik^cii affecting 
the stocks of cotton finishers during the past four years, 
it has l>een to lower them. In 1927 stocks on hand at the 
end of a month averaged about thr(*e weeks’ shipments; 
in 1923 they averaged about a month’s shipments. 

The stock-shipments ratio of juanufacturers of work 
clothing declined from 1924 through 1926.” The series 
on which this is based has In'cn discontinued, making 


•Raw silk, like tin, is for the Unites! States an imported product. 
To detennine the stock burden of raw silk, the calendar year 
av^erago of .stocks on hand at the (md of the month at the port ware¬ 
houses in New York (^ity have Ix'en divided by the average 
monthly deliveries from these warehouse.** during the year begin¬ 
ning in July. Both figures are ce)inpiled by the Silk Association 
of America. 

'•Data, compileel by the National As.‘<ociation of Finishers of 
Cotton Fabrics, are e.stimated to cover about half of the industry 
outside of regular textile mills. Finished stocks on hand are used 
for calculating stock burden. 

“Data are compiled by the U. 8. Department of Commerce, 
Bureau of the Census. Stocks are of finished goods only. 
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it impossible to compute the ratio for 1927. The inven¬ 
tories of work clothing manufacturers are noticeably 
higher in proportion to shipments than are those of other 
textiles which we have considered. In 1924, for example, 
these manufacturers had on the average enough goods 
on hand at the end of the month to supply nearly seven 
weeks’ shipments. 

The stock-shipments ratio of hosiery manufacturers 
has been increasing.” While lower in 1925 than in 1924, 
it advanced noticeably in 1926 and 1927. In 1927 ho¬ 
siery manufacturers had on hand at the end of the 
month, on the average, enough stocks to supply more 
than two months’ sliipments. It is quite probable that 
this increasing ratio is to l>e accounted for by the ener¬ 
getic efforts of many hosiery manufacturers to control 
the stocks and purchases of retailers. This in turn has 
been brought about by the increase in the number of 
styles, weights, and colors of hose, which has markedly 
changed the purchasing of dealers and the production 
plans of manufacturers. The methods tend in the direc¬ 
tion of smaller and l)etter selected stocks for dealers, 
with the manufacturer assuming the burden of stocks 
but at the same time assuming in large part the deter¬ 
mination of what styles shall be purchased. (For further 
discussion of this point, sec page 412.) 

For hosiery as for work clothing, the stock burden 
for all years is high as compared with that for cotton 
goods or raw silk. This may be accounted for in the case 
of hosiery by the facts just cited. It is probable that for 


** Ibid, 
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work clothing also, it is color, style, size, and other ele¬ 
ments of variety which necessitate larger stocks than are 
required in handling raw materials. 

IV. SAMPLES FROM THE FOOD INDUSTRY 

Data making possible a study of stocks on hand in 
food industries have been obtained for canned foods, 
meat products, butter and cheese, and refined sugar. 


A. Canned Foods 

No data on stocks of goods in the canning industry 
have, in the past, been compiled by any association or 
government agency."* To make an estimate of the effect 
of current buying methods on the stock burden of can- 
ners, it was necessary to obtain information directly 
from the reports to a questionnaire sent to members of 
the National Canners Association. Some 76 reports 
were secured from canning companies (the numl)cr va¬ 
ried considerably with the product) as to their carry¬ 
over on January 1 of a series of velars. Carry-over in 
each case was reported as a ])ereentago of the preceding 
year’s pack."* 


'*The Department of Commere** has only within recent months 
undertaken the collection of such data. 

*^In reporting, a majority of the companies con-sidered carry-over 
to be goods on hand for which there were no orders. A smaller 
number coUsSidered carry-over to be goods in stock without regard 
to whether there were orders for some of them. While this makes 
it impossible to use the data to determine the percentage of the 
pre^ding year’s pack unsold as of January 1, it docs not annul 
their value as a measure of the inventories in the hands of canners 
at that date. Save for risk of price change, the inventory imposes 
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There is no reason to believe that the inventory on 
January 1 represents an average or a typical condition. 
Indeed, in so seasonal an industry no date could be ex¬ 
pected to be typical. Canners state, however, that in 
earlier years their pack was largely shipped by Christ¬ 
mas. A measurement of the situation as of January 1, 
for a series of years, therefore, gives a good basis for 
determining whether the inventory load of the canner 
is increasing. Tt is necessary to keep in mind, however, 
that for canned goods the term stock burden means, as 
already indicated, the stocks on hand on January 1, 
expressed as a percentage of the preceding year’s pack.” 

In every type of canned food product the stock burden 
of the canner has been rising sharply since 1925. (See 
chart on page 240.) In the case of some products the 
rise has been practically continuous for a longer period 
of years. In other instances there has Ix'en a rise follow¬ 
ing a sharp decline. 

The longest continuous rise in canned food inven¬ 
tories is found in the case of peas, where with only a 
.slight recession the trend has heen upward since Jan¬ 
uary, 1910. Ill January, 1928, the carry-over, whether 
measured by all companies reporting or by certain sc- 

a.s serious a load on the canner when there arc unfilled orders to 
which some of it may eventually be applied as it does when there 
are no orders. If all canners had reported carrj^-over as meaning 
goods on hand but unordered, the totals would have been some¬ 
what less in each year. 

This stock burden figure is not entirely comparable with most 
others appearing in this chapter, because stocks on hand at a given 
date are related to a year’s pack (approximately same as sales) 
instead of average stocks being related to an average month’s 
shipments. 



240 


HAND-TO-MOUTH BUYING 


lected groups of companies, stood at more than 50 per 
cent of the pack. This contrasts with less than 5 per 
cent of the pack carried over into January, 1919. 

Stock Burden txm Canned Foods 

(Stocks on hand January 1 as a percentage of previous year’s 

pack) 


I. P>US, ALL REPORTIKO 11. CORN. ALL REPORTING III, TOMATOES. ALL REPORT 

COMPANIES rtiMPAMK.S IMi COMPA.MK8 



The stock burden of canned corn went up sharply 
from January, 1919, through January, 1922, but de¬ 
clined to a low point in January, 1925. As measured 
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by the returns from all the companies reporting, the 
inventory of January 1, 1928, was not quite so large in 
relation to the pack as on the same date in 1922. A 
study was made of the inventories of eight compa¬ 
nies that reported consecutively from January, 1919, 
rhrough January, 1928. The combined experience of 
tliese concerns showed a movement similar to that first 
described, but exhibited a much greater increase of 
st(K*ks carried in the past two years. A comparatively 
high stock burden was not unknown in corn-canning, 
however, prior to the post-w'ar period. The data show 
that in January, 191*1, it was at a point higher than 
most years, exc(‘eded, indeed, by only three years since 
that time. 

The movement of the stock burden of tomatoes in cali¬ 
ners’ hands on the first of January has been similar to 
that of corn, the burden lieing higher in 1928 than in any 
other year for which data were obtained. It was also 
high in January, 1922. The decline following the peak 
of 1922 is more rapid than in the case of corn, reaching 
its lowest point in the following year. Since January, 
192*1, the trend has been steadily upward. 

The companies reporting on carry-over of fruit in¬ 
clude canners of pears, peaches, pineapples, cherries, 
and berries. As the number reporting for each type of 
fruit was somewhat limited and varied somewhat from 
year to year, as certain types were not represented at all 
in certain years, a compilation of the returns is at l>est 
a somewhat doubtful ]>icture of stock burden of canned 
fruit. It is interesting to observe how, in spite of the 
17 
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limitations of the data, the changes in stock burden 
since 1914 follow closely those already shown for stock 
burden of canned corn. The charted records of all com¬ 
panies reporting carry-over for pears and for peaches 
show a record almost identical with that for all fruit. 
The stock burden of canned pears showed the greater 
increase, the carry-over on January 1, 1926, being 
about 7 per cent of the preceding yearns pack and mount¬ 
ing to over 50 per cent on January 1,1928. 

Only two salmon canning companies reported on 
carry-over. Both of these, however, were very large con¬ 
cerns. Both show a great increase in the percentage of 
the pack carried over for the past two years. The records 
of Company 43 whose reports begin with January 1, 

1919, show, however, that in every year from January, 

1920, through January, 1924, the carry-overrepresented 
a larger proportion of the pack than has been true in 
any other year for which a report was made. While the 
records of Company 44 go back only to January, 1925, 
its experience follows so closely the experiences of the 
company with a longer history that there is reason to be¬ 
lieve that the two companies have had a similar history 
throughout the period. 

Thus every type of food-canning industry studied 
shows that canners are carrying an increased percentage 
of the load which must be carried in each annual food 
pack. If canned goods alone were to be considered, the 
belief that merchants are compelling those from whom 
they buy to carry the inventories of the trade would be 
fully justified. 
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B. Meat Products 

Beef and pork furnisli representative samples of the 
meat industry. 

The packers have been able greaily io decrease their 
stock burden during the past ten years,'* (See chart on 
this page.) The stock biirdon of beef has declined almost 

Stock Burden for Meat Products, 1915-1928 

(Monthly average for stocks as a percentage of average monthly 
apparent consumption ” for corresponding calendar year) 

I. BEEF PRODUCTS II. PORK PRODUCTS 




continuously since 1910, The only exception to the 
continuous decline was in 1923, when there was a 
slight advance over 1922. Since 1921 the ratio has 

**The ratios for beef, pork, butter, and cheese have been com¬ 
puted on a calendar year basis; otherwise the method is the same 
as that used in preceding cases. Stocks are cold stonige holdings, as 
reported by cold storage companies, and these have been compared 
to “apparent consumption*^ (approximately ^ipments). Packers 
usually own the cold storage holdings of meats, and manufacturers 
the cold storage holdings of butter and cheese. Data, compiled by 
the U. S. Department of Agriculture, Bureau of Agricultural 
Economics, are published in the Survey of Current Bu/dness and in 
the U. S. Department of Agriculture Yearbooks, , 
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continuously been much lower than in any of the six 
years preceding. And in 1027 it was lower than in any 
year of the series beginning with 1016. The evidence 
shows a far lighter burden for the packer under current 
conditions than formerly. In 1927 he carried, on the 
average, only inventory enough for slightly over three 
days’ shipments as compared with inventory enough for 
over two weeks’ shipments in 1918 and 1919. 

The stock burden of pork products, like that of beef, 
has declined almost steadily since 1919. The year 1920 
is the low for the seri<‘s of l»‘l y('ars covered; but in this 
case, as in the case of Ix'ef, th(‘ ratio has lx‘on uniformly 
low since 1921. Tin* difference between the post-war 
years and the pre-war years is less marked than in the 
cavSe of Ix^ef, however. During all the period the stoc^k 
burden has been very much greater in pork products 
than in beef, being at the peak in 1919, when it was 
240 as compared with 55 for beef products in the same 
year. The greater seasonality of pork slaughter possibly 
in large measure accounts for the greater average cold 
storage holdings. The ratios l)oth for lK*ef and pork 
indicate that current conditions of buying are causing 
smaller rather than larger inventories to be held by 
packers. It is noteworthy that the largest stock burden 
in each product was built up during the period 1910 
to 1919. 

C. Butter and Cheese 

The stocks of butter and cheese held in cold storage 
are usually the ])roperty of manufacturers, though they 
may be owned by speculators, or merchants. 
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Data on butler and cheese show conflicting trends, 
(See chart on this page.) The stock burden of butter 
shows very little change over a period of twelve years. 
The lowest ratio for the series was in 1923. The highest 
of the series was 1919. Such variations as can be ob¬ 
served suggest no relation to buying practice. Nor are 
the product and the method of producing and handling 
it such as might be expected to show great changes in 
buying methods. 

Stock Bi rdkn for Butter and Cheese 

(Monthly average for stocks as a percentage of average monthly 
“ apparent consumption ” for corresponding calendar year) 


I. B TTFJi II. CHEESE 



Holdings of cheese in relation to consumption have 
increased decidedly since 1922. The ratio behaves quite 
differently from the ratio for butter. The high year for 
the series of nine years lieginning with 1920 is 1928 
The ratio giv(»s reason to lielieve that deah^rs are carry 
ing a smaller proportion of the total trade inventory 
and are requiring manufacturers to hold a larger proper 
tion than was formerly the case. It seems altogether 
probable that the niimlHu* of varieties of cheese now 
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offered in the Aiuericau market and the increase of 
packaging are important factors in accounting for the 
increased stock burden. 

D. Refined Sugar 

Stocks of refined sugar as related to shipments may 
be compared from 1921 to 1927.” 

The stock-shipments ratio for refined sugar has been 
increasing since 102o. (8e<‘ (*liart <»n this i)age.) It is 

Stock Burden tx)R Heunkd Sucak, 1921-1927 

(Monthly average of stocks for calendar year as a percentage of 
average monthly shipments for 12 consecutive months, 
beginning with July of the same year) 



nearly twice as high in 1927 as in 1925 and higher in 
1927 than in any other year of the series. The second 
highest ratio is in 1923, and the lowest is in 1922. 
There is evidence that buying practices of the past few 
years have been increasing the sto<rk burden of refiners. 

” Data are from reports of refineries in Savannah and New 
Orleans compiled by the Federal Reserve Bank of Atlanta. 

The ratio used is again the average stocks on hand at the end 
of the months of the calendar year divided by the average of 
monthly shipments for twelve con.secutive months beginning wiUi 
July of the same year. 
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In 1927 average stocks were sufficient for over two 
weeks’ shipments. 

V. SAMPLES FROM THE BUILDING INDUSTRY 

The stock-shipments ratio has been computed for 
varying periods for Portland cement, yellow pine, oak 
flooring, common brick, face brick, and enameled ware 
baths. It was possible to construct the ratio for oak 
flooring for 16 years, beginning with 1912. Each sample 
includes a picture of post-war years. 

.1 ivell defnied increase in stock burden is disclosed 
in evet'y sample of the building industry, (See chart 
on page 248.) While the upward trend is more marked 
in some cases than in others and while the movement 
lx‘gan earlier in some branches of the industry than in 
others, it is nevertheless general. 

The stock-shipments ratio for Portland cement manu¬ 
facturers has been rising since 1923.“ This rise was 
preceded by an almost steady decline from a high of 
1918. Although the ratio reaches 141 in 1927, which 
is the highest ratio for any post-w^ar year, every year 
from 1915 to 1918, inclusive, except 1916, shows a 
still higher ratio. In 1918 stocks would supply about 
seven w’eeks’ shipments; in 1923, about three and a 
half weeks; and in 1927 approximately a month and 
ten days. It is worth recording perhaps that there has 
been a trend upward in shipments of Portland cement 
since 1920, Stocks, however, have more than kept pace. 

Stocks and shipments of Portland cement compiled by the U. S. 
Department of Commerce, Bureau of Mines, represent complete 
reports of manufacturers. 
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Stock Burden in the Building Industry 

(Monthly avc'rage of stocks for calendar year as a percentage of 
average monthly shipments for 12 coiiseciitivt* months, 
Ix'ginning with July of the siirne year) 

1. l*OKTI.A\l> I’KMKNT II. OAK Kl.OOHINd 



III. SOUTHEBjr 
YKIil.OW PINK 


IV, K.VAMKI.KD 
WAIlK BATHH 


V. PACK HKK K 


VI. COUUOS 
DHK'K 
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The trend of the stock-shipments ratio for oak floor¬ 
ing maniifaetnrers has l>een upward since 1922.** In 

1920 and 1927 it is particularly marked. In 1927, 
how(*ver, the ratio is far Ixdow the point reached in 
191s and 1920 and considerably l>cdow the level of the 
years 1912, 1910, and 1914. Thus, even more notice- 
al)le than in the case of Portland cement is the fact that 
a high stock-shipments ratio was not unknown prior 
to our entrance into the war. Shipments fell off in 
P920 and P.)27 and were som(‘what more seasonal in 
nature than for a series of years preceding. This sea¬ 
sonality may account for the fact that manufacturers 
carried a larger proportion of stocks than in the pre¬ 
ceding period. 

There has Ix^en a steady increase in the stock-ship¬ 
ments ratio for southern yellow pine since 1924.*‘ This 
trend was prec(*ded by a decline following 1921, with 

1921 showing a somewhat higher ratio than 1927. The 
stock-shipments ratio for yellow pine shows considerably 
less variation from year to year than does that for either 
of the products just discussed. Throughout the period, 
also, the ratio is very much higher than for either of 
those products, stocks on hand averaging some two and 
a half month^s shipping requirements. 

"These data, compiled by the Oak Flooring Manufacturers* As¬ 
sociation, represent about 90 per wmt of the oak flooring industry. 

"Data arc compiled by the Southern Pine Association and 
represent an estimate of the condition of the industiy* as a whole 
baswi on a largo sample. For details, see footnote No. I in Survey 
of Current Business, Augiist, 1928, p. 68. 
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The stock-shipments ratio of enameled ware baths 
increased rapidly from 1923 through 1927“ The 1926 
and 1927 ratios, which are almost the same, are larger 
than the ratio for any other of the nine years studied. 
Tn 1921 the ratio is considerably larger than in any 
year except 1926 and 1927. The 1923 ratio is low for 
the series, showing average stocks equal to about ten 
days’ shipments as contrasted with a supply for over 
seven weeks’ shipments in 1927. 

The stock-shipments ratios for both face brick and 
common brick have been rising.” For face brick this 
rise has been rapid since 1024. The 1027 ratio is in 
fact 50 per cent larger than the 1J)24 ratio. The average 
stock-shipments ratio for the whole period for which 
data are available is high(*r than that for any other of 
the building industries. The stock-shipments ratio of 
common brick has l>een increasing since 1025. The 
ratio in 1024 was high, but not as high as the 1927 
ratio. Apparently common brick manufacturers do not 
find it necessary to carry as large stocks as do face brick- 
makers. In 1027 the former had stcx'ks equal to about 
nine weeks’ shipment.s, while the latter had nearly 
twelve weeks’ requirements on hand. 

” Data arc compiled by the U. S. Department of Commerce, 
Bureau of the Census, and represent complete production of manu¬ 
facturers. 

” Data for face brick are compiled by the American Face Brick 
Association and are averages per plant becatise the number of 
firms reporting varies somewhat from month to month. Data for 
common brick arc compiled by the Common Brick Manufacturers’ 
Association and represent about 30 per cent of the total output 
of common brick. 
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It will be observed that in each of the samples taken 
from the building: industry, stock-shipments ratios have 
been increasing. The increase, however, has been going 
on only since 1922, 1928, and 1924, prior to which a 
decline was in process. 

VI. SAMPLES FROM AGRICULTURE 

It is impossible under present means of production 
for society to escape carrying a large stock burden of 
agricultural products. This will continue to Ix' the case 
unless w’e rise so far superior to nature that seasonal 
production offers no economies. 

In the products of the farm, as in the products of the 
factory, stocks may be held at one point or another. 
Has there been hand-to-mouth buying of agricultural 
products in the sense that an increasing stock burden 
has been carried by the farmer? For those of his crops 
which are largely consumed on the farm, the question 
has no relevance, but it is highly pertinent for such 
market crops as wheat and cotton. 

A. Wheat 

For many years there has been made an estimate of 
the stocks of wheat held on farms on ^farch 1 of each 
year, and of the carry-over as of July 1. These data 
make it possible to calculate the stock burden of this 
crop that is carried by farmers. The figure, like that 
computed for canned goods, by giving pictures of the 
situation late in the shipping season, shows for each 
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year what the farmer has been carrying to the given 
points. The stock burden on farms is first expressed 
as the ratio of stocks on hand ^larch 1, to the crop of 
the preceding year.” 

The stock burden of wheat held by fanners, trending 
downward since 1911, shows a slight increase during 
the three years 1925 to 1927. (See chart on this page.) 
The downward trend was not continuous for every year. 
For the seven years following 11^21 farmers w(‘re carry- 


Stock Buhden ok thk Wiinvr (Ikowkr. 1908-1928 

(Wheat on farms at given date as a p(‘rcentage of preeeding year’s 

crop) 

I. AS OF MARCH I II. AS OF JI LY 1 



ing a slightly greater percentage of th(‘ preceding year’s 
crop than for tin* four years 1017-11)20. Hut the average 
of those seven years shows a definitely lower burden tlian 
that of any of the years 100.^ to 1010 inclusive. 


”The metho<l used has been to ciivide the wheat on farms as of 
March 1, for each year of the .series by the crop produced in the 
preceding year. Data are from the Annual Reports of the Chicago 
Board of Trade. This stock burden figure is not entirely com¬ 
parable to most others in this chapter, becau.se the stx)cks on hand 
at a particular date are in thi.s ca.se related to a year’s production 
instead of average stocks being related to an average month’s ship¬ 
ments. This was done because^ both stocks on hand and production 
of wheat are so very fw?a.Honal that averages of one compared to 
averages of the other seem to have no meaning. 
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A second measurement of stock burden of wheat for 
the period 1908-1928 was made by using stocks on 
farms at the end of the crop year instead of on ]\farch 1. 
This disclosed that the farmer is carrying over into the 
new crop year a smaller proportion of wheat than was 
formerly the case.** (See chart on page 252.) The stoc*k 
burden on the farmers’ hands on July 1 was lower for 
the years 1917, 1918, and 1919 than for any other year 
since 1908; and the period from 1914 to 1919 was a 
j)(‘riod of low carry-over as contrasted with the six years 
preceding. The farmer was assuming a larger stock 
burden at the end of the year Ixdli in 1920 and 1921 
than in each preceding year respectively, but has bcxm 
carrying a smaller proportion since that time. The 
most striking fact shown was the very high percentage 
of the crop carri(Hl over in all the years 1908-1913. 

Putting the conclusions from both measurements in 
current terms of trade talk, it may be said that there 
was fnore hand-to-mouth buying of wheat from farmers 
during the six years following 1921 than in the four 
years preceding that year. There has been less hand-to- 
mouth buying of wheat since 1921, than was the case 
prior to 1911). From 1908 to 1910 hand-to-mouth buy¬ 
ing of wheat from the farmer was more general, by 
lx)th measurements, than it has l>een since. 

It is common, when stocks accumulate in farmers' 
hands, to apeak of a holding movement It would per 

** In computing these nilios, wheat on farms on July 1. of eacli 
year rrspectivcly was divided by the pmduclion of the premling 
year. Data are published in the Aunwif Rrinyris of the Chicago 
Board of Trade. 
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haps, therefore, be more accurately descriptive to refer 
to the periods of high stocks of grain as periods of hand- 
to-mouth selling. 

B. Cotton 

The stock burden of cotton held by farmers has varied 
widely since 1016.^ (See chart on this page.) \ similar 
conclusion is reached whether we consider the percent¬ 
age of the year’s crop in the hands of farmers at the 
end of November, January, or ^farch. The load carried 

Stock Burden of the Cotton Gkower, 1916-1927 

(Cotton unmarketed at given date as percentage of the crop for the 
crop year beginning preceding August 1) 

I. AS OF NOVEMBER 30 II. OF JANUARY 31 III. AS OF MARCH 31 



increased with a good deal of uniformity from 1916 
through 1920 and then declined steadily through 1923. 
Ft increased noticeably from 1923 to 1926 but was less 
in 1927. 


• The percentage of the year’s cotton crop not yet marketed at 
certain dates, November 30, January 31, March 31, is used to indi¬ 
cate year to year changes in the stock burden of cotton farmers. 
The lyTcentage of eadi year’s crop marketed in each month is 
compiled by the U. S. Department of Agriculture, Bureau of Agri¬ 
cultural Economics, from a moderate number of reports to in¬ 
quiries sent to farmers July 1, of each year. Here again stock 
burden is a ratio of stocks on hand at a given date to a yearns pro¬ 
duction and is not, therefore, directly comparable to the stock 
burdens which are ratios of average stocks to average monthly 
shipments. Data are published in the U. S. Department of Agri¬ 
culture YearbookM, 
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VII. UNCLASSIFIED INDUSTRIES 

The preceding sections have been given to samples 
of industries in groupings which are commonly recog 
nized. There are many commodities, however, which 
cannot be so readily placed in recognized and useful 
categories. This is true of those studied in this section. 
The fact that these samples have not been classed in 
industry groups is in no way intended to imply that 
they are less significant than those discussed above. 

A. Boots and Shoes 

The changes in inventories of eight shoe manufactur¬ 
ing companies wtre studied. As no data showing 
monthly inventories for thcvse specific companies were 
available, it was necessary to use the inventory at a 
given data rather than the average.** (Clearly enough, 
conditions of hand to-mouth buying might cause the 
significance of inventory at a given date to be different 
from what it is under forward buying conditions.) Stock 
burden was then computed by converting this inventory 
into a percentage of the average monthly sales of the 
company. Though there was found to be much variation 
among the eight companies, certain of them were found 
to follow similar trends and were therefore grouped and 
averaged instead of being considered separately. The 
chart on page 250 presents averages of three companies 
for the period 1015-1027 and of two other companies 
for the period 1018-1928. The experience of the three 


Data are those published in Poor's and Moody*s Manuals. 
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other companies for which only four or five years’ data 
are available was not charted but is shown in the table 
on page 257. 

Stock Burdkn of Shok Mam’f.mtlkkhs 

(Inventory at a given date as a iKTcentage of avt'iagr monthly 
sales for the year ending at that date) 

I. AVER.AOE FOR THREF. COMPANIES, U. AVERAGE l-'OR TWO COMPANIES, 
13 YE.\RS 11 YEARS 



SI 


The three companies for which 13 years* data are 
available show an average slock burden much lower be¬ 
ginning with 1020 than for the five preceding years. 
There was a slight upward trend in the average burden 
from 1021 through 1026, with a decline in 1027. The 
average stock burden for this group in tin* pre-depres’ 
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sion period contrasts with that in the post-depression 
period as follows: 


1915-1920 . 384 

1921-1927. 304 


The average of two companies reporting for a series 
of eleven years shows a somewhat heavier stock burden 
beginning in 1921 than for the three preceding years. 
There was a marked trend toward heavier stock burden 
from 1920 throuirh 192s. Kxeept for a rather wide 
spread in 1910, wlieii the stock burden of the Kndicott 
Johnson Corporation increased and that of the Inter¬ 
national Shoe Company declined, the experiences of 
these two companies have l>een almost identical. 

The ratio of inventory to sales in this trade is strik¬ 
ingly high when compared to some of the commodities 
studied. This is, no doubt, in part accounted for by the 
fact that the inventory statements are in most cases made 
towards the close of the year, when shoe manufacturers’ 
inventories are typically near one of the seasonal peaks. 


B. Gasoline and Pneumatic Tires 

The tremendous increase in the production of gasoline 
lends interest to the stock burden of that product.” Al¬ 
though pneumatic tires are produced by a completely 
distinct industry their association with gasoline in con- 

^ Data are stocks of ga.soline ready for sale held at refineries and 
estimated consumption of refined gasoline as compiled by the U. 8. 
Department of Commerce Bureau of Mines. Since June, 1923, 
marketers' stocks have been included, and consumption figures 
since then take account of thi.s change. Dat^ for stocks (1917-1919) 
and for shipments (1917-1923) wore published in the Standard 
DaUy Trade Sendee of April 21 and of January 21, 1924, re¬ 
spectively. 
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sumption permits of their being logically discussed in 
the same paragraphs. 

The stock burden for gasoline has been declining since 
1925; that for pneumatic tires has tended toward an in¬ 
crease in recent years, (See chart on this page.) The 
declining stock burden for gasoline is significant in 

Stock Burden fur Gasoline and for Pneumatic Tires 

(Monthly average of stocks for calendar year as a percentage of 
average monthly shipments for 12 consecutive months, 
beginning with July of the same year)^ 

I. GASOLINE II. PNEUMATIC TIRES 



-For gasoline a figure for consumption, which approximates 
shipments, is used instead of shipments. 


view of the rapidity with which stocks have been ad¬ 
vancing and the alarm which the industry has felt over 
these increasing stocks. Tluu'c was held in stock in 1925 
enough gasoline for almost two months’ supjdy. In 1927. 
stocks averaged only a little more than enough for six 
weeks’ needs. Up to 1925 the stock burden had advanced 
from a low point in 1920, The 1923 and 1924 ratios 
are almost the same as the 1925 ratio; the 1921 and 
1922 ratios are as low as that of 1927, and the ratios 
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for every year before 1921 are lower than that of 1927. 
Thus while the stock burden situation in gasoline has 
been improving during the last few years, it was in 
1927 no lower than in 1921 and 1922, and not so low as 
in still earlier years. 

Data make it possible to measure the stock burden of 
tires for a scries of seven years.” The stock shipments 
ratio of pneumatic tires increased from 1924 to 1926, 
but dropped somewhat in 1027. (See chart on page 
259.) The highest ratio of the series of years l>eginning 
with 1921 was in 1923 ; the lowest in 1024. The manu¬ 
facturers of tires carry, on the average, stocks for about 
two months’ tire requirements. 

It seems best to postpone general conclusions until the 
end of chapter XIV when further evidence will have 
lx‘cn considered. Conclusions conc(»rning the 8t<H'k bur¬ 
den of the specific commodities and industries tliscussed 
have lK*en made in each sectio?i. 

•Data on pneumatic tires are compiled by the Rubber Ajvo- 
ciatioD of America and represent over 75 per cent of the industry. 
Stocks are those owned by factori^-s whether they are held at 
factories or elsewhere in the U. S. Shipments represent only 
domestic shipments to purchasers where a transfer of ownership 
occurs. 



CHAPTER XIII 


STOCK BURDEN OF RAW MATERIALS 

The preceding chapter was devoted to determining 
whether the stock burden, with particular reference to 
finished goods, has been increasing or decreasing. The 
measurement was made by comparing stocks with vol¬ 
ume of business done in various years. In this chapter 
attention is given to inventories of raw materials in the 
hands of manutacturers. The question is, are those in- 
ventori(^s increasing or decreasing in relation to the re¬ 
quirements of manufacture? Are they constituting a 
greater or less stock burden for the manufacturer? It 
is possible that even though the manufacturer is carry¬ 
ing a lighter burden in finished goods, he has not es¬ 
caped a heavier one in his raw materials storeroom. 

To secure an answer to the question of stock burden 
of raw materials, data were obtained from about 130 
memlKTS of the National Association of Purchasing 
Agents, scattered in various parts of the country, repre¬ 
senting over 15 commodity groups, and buying a great 
variety of materials.' These purchasing agents reported 

‘This inquiry was made possible through the courtesy and co¬ 
operation of Mr. G. A. Renard and Mr. B. W. Hall, of the National 
Association of Purchasing Agonta. 
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their stock burden for a series of years by answering 
the following question: 

What was the average inventory of your company as a percentage 
of the year’s requirements in each of the following years: 

1914 1918 1922 1924 1926 1928 

Commodity. 

Some companies reported on only one commodity, 
some on more. The data as given in these returns ex¬ 
pressed stock burden as a ratio of inventory to twelve 
months^ requirements. Computations have been made 
so that the stock burden as presented is the aver 
age inventory expressed as a percentage of a month’s 
requirements. 

The reports showed great range of stock burden as 
among different materials, among different companies 
reporting on the same kinds of materials, and as among 
the various years. I n some cases it was reported that less 
than 120 per cent of a montlfs requirements was carried 
as average inventory; in .some cases more than 000 per 
cent was reported. Did the reports showing low stock 
burden become a larger proportion of the replies covering 
a given year as 1928 was aj)proachcd ? Or, as the years 
from 1914 to 1928 were passed, did the reports more 
commonly show that a larger supply of materials was 
necessary in relation to manufacturing requirements? 

To answer these questions, it was necessary to make 
an appropriate classification of the replies on the basis 
of stock burden reported. With stock burden defined as 
above—to mean average inventory as a percentage of 
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monthly requirements—the reports for each year were 
sorted into the following stock burden classes: 

Less than 120 
120 to 240 
240 to 360 
360 to 480 
480 to 600 
600 to 900 
900 or over 

The number of reports in each class, being counted, 
was expressed as a percentage of the total for the given 
years, thus making it possible to compare one year’s 
data with another. 

The stock burden of maferials shows a marked decline 
during the last ten years. The table on this page shows 
that an increasing munber of cases fall into the low 
burden classes as the years pass. 

Numueh of Hkpouts Showin’o Indicated. Stock Burden 
(As a i>ercenta>^o of the total number of reports for each year) 


stock Hurden 
(Average inventory 
aa a pc'rcentage of 
the average month’s 
rc<|uireriienta) 

1014 

(78 

reiKirts) 

1918 

(92 

r(*|H)rts) 

1922 

(115 

reports) 

1- 

1924 

(126 

rejwrts) 

1926 

(131 

reports') 

1928 

(129 

rejKirt.'^) 

1x^88 than 120 ... 

10 

11 

15 

17 

17 

25 

120 to 240 .. . 

21 

18 

22 

25 

32 

36 

240 to 360. 

30 

25 

33 

33 

37 

26 

360 to 480. 

15 

18 

15 

12 

6 

7 

480 to 600. 

5 

8 

4 

3 

1 

0 

600 to 900. 

14 

13 

3 

5 

5 

5 

900 or over. 

5 

7 

8 

5 

2 

1 


The proportion of the cases in which a stock burden of 
less than 120 was reported more than doubled from 
1914 to 1928. While in every year from 1914 through 
1926 a stock burden of from 240 to 360 is the one 
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most commonly reported, in 1928 a stock burden of 
from 120 to 240 has become the most common. 

Reports of cases where stocks were 900 per cent or 
more of a month’s requirements declined from 5 per cent 
of the replies in 1914 to 1 per cent in 1928. They rep¬ 
resented a larger proportion of the total, however, in 
1918 and 1922 than in 1914. 

The increasing proportion of reports showing a 
smaller stock burden is strikingly brought out by ex¬ 
pressing as a percentage of all the reports for the given 
years those showing a stock burden of less than 3G0 and 
those giving a burden of 360 or more. 


Stock Burden 

1914 

1918 

1922 

1924 

1926 

1928 

Less than 360 

. 61 

54 

70 

75 

86 

87 

360 or more. 

.39 

46 

30 

25 

14 

13 

‘‘ On the 

averagt* ’’ 

American manufacturers 

are car 


rying a constantly diminishing burden of raw materials. 
There wctc returns which rej)orted 8t<K*k burden for 
each of the years 1918, 1922, 1924, 1926,, and 1928. 
The average of th<*sc dropped steadily from 372 in 1918 
to 216 in 1928. Avcfraging the ratio.s— st<K»k burdens— 
for each vear we have: * 


1918. 

1922. 

1924. 

1926. 

1928. 


.372 

.314 

.276 

.240 

.216 


But have the changes di.scu.s.eied lx»en brought about 
by a great change in a small propf)rtion of the ca.sc's, or 


*It raujjt be noted that in this average small and large concerns 
are given the same weight and that no account is taken of the fact 
that some commodities are included more times than others. It is, 
therefore, as stated merely an average of the ratios and not the 
average stock burden for the concerns included. 











RAW MATERIALS 


265 


is it true that in a large proportion of cases inventory 
burden has been lightened? To answer this question, 
the reports showing a decrease, no change, or an increase 
in stock burden were counted. These counts, expressed 
as a percentage of the total, were as follows: 

1924 Compared 1928 Compared 1928 Compared 


With 1914 with 1924 with 1914 

Decrease . 50 47 64 

No change. 41 44 29 

Increase . 9 9 7 


It appears that in over 60 per cent of the cases stock 
burden decreased between 1914 and 1928. In nearly 
half of them the burden decreased between 1924 and 
1928. In each of the periods considered, less than 10 per 
CiJiit of tli(? reports show an increase in stock burden. 






CHAPTER XIV 


STOCK BURDEN OF GOODS IN THE HANDS 
OF MERCHANTS 

In a preceding chapter the stock burden of pro¬ 
ducers other than merchants was considered. The 
method employed was to compare stocks with shipments, 
apparent consumption, or some other appropriate meas* 
ure of volume of business. One way of d(‘termining the 
stock burden is by an examination of stock turnover, 
and in dealing with the stocks and sales of merchants 
this method is the most convenhuit one to use.' If the 
stock biirdtui is liirht(‘i\ tliis is shown by an increase in 
Turnover. Or, to put it the other way around, an in- 
ereas<* in turnover reflects a lessened stock burden- a 
smaller proportion of inventories to sales. In the dis- 
(Uission that folh)Ws sainj)h^s from wh(4(‘sal(* and from 
retail trade are considered. 


I. STOCK BURDEN OF WHOLESALERS 

Stock turnover figures in six major wholesale lines 
were examined.’ 


‘ Annual *jtock turnover i.s commonly determined by dividing the 
total coat of sales for the year by the average of the monthly in¬ 
ventory taken at cost. A discussion of methods for determining 
turnover and of applying it to various phases of business may be 
found in any standard work on management, marketing, or 
retailing. 

* For the years 1023-1025 the turnover figures presented were 
obtaincxl from the Federal Reserve Board. For the years 1026-1^17, 
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In a conMerable majority of trades the stock burden 
of wholesalers has been decreasing, (See chart on 
this page.) In some cases this is more marked than in 
others, but in no instance is it revolutionary. 


Stock Tvrnovk« of Wholesalers, 1923-1927® 


S 

S 


s 


o 

o 

e« 

o 


b3 

Pi 



See footnote 2, page 266. 


The turnovi'r in wholesale drv goods has hcen tending 
upward. Kvory year since 1024 has shown an advance. 
The 1024 turnover was slightly less than that in 1023. 
Although the total change^ is not great, there is no 
evidence liere of added inventory burden. 


they were estimated on the basis of the turnover figure for 1925 
and the data for stocks and shipments furnished by the Federal 
Reserve Board. The method of estimating used was to convert the 
stocks and shipments relative to a 1925 base: to multiply the new 
shipments relative by the turnover of stocks in 1925 and divide this 
by the new stocks relative. Data for 1923 and 1924 were not avail¬ 
able for furniture 
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The stock turnover of boots and shoes in the whole¬ 
sale trade has been increasing steadily since 1923/ 
Particularly sharp was the increase in 1926 and 1927. 
From a low of 3.67 in 1923, a high of 4.96 was reached 
in 1927. Of course these expressions of stock turnover 
can easily be translated into the terms of stock burden 
used in the preceding chapters. An annual stock turn¬ 
over of four, for example, means that there has been on 
hand an average inveutorv of one-quarter of the goods 
sold during the year. That is to say, there has been an 
average inventory sufficient for three months' sales. Tf 
we think of stock burden as tlie percentage ratio of 
average inventory to one month’s sales, it follows that 
stock equivalent to one month’s sales is a stock burden 
of 100. Stock cijuivalent to three months’ sales is a 
stock burden of 300. Thus a stock burden of 300 is 
(‘qual to a turnover of four/ In terms of stock burden, 
the low turnover of 3j.67, reached in 1923, equals 327; 
and the turnover of A.U() reached in 1927 equals a stock 
burden of 242. This conclusion checks very closely with 
that reached in the study of stock burden for eight shoe 
manufacturers as presented on pages 255-258. 

The turnover of drugs at wholesale has increased al¬ 
most uniformly during the past five years. The turnover 

*The data collected by the Research Division of the Federal 
Reserve Board, which were obtained for calculating this series, 
include the sales of a considerable number of important manufac¬ 
turers, as well as sales of wholesalers. It is probable that this series 
could as justifiably be used to show the stock turnover of manu¬ 
facturers as of wholesalers. For a discussion of the construction of 
these data sec Federal Re^rve Bulletin, December, 1927, p. 820. 

* A short cut to computing stock burcien from annual turnover is 
to divide 1200 by the stock turnover. 
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in 1027 is 5.35 as compared with 4.69 in 1923. Here 
is evidence of decreased rather than heavier inventory 
burden. 

The stock turnover of wholesale grocers declined from 
1923 through 1926. This is evidence that wholesale 
grocers have carried a heavier inventory burden since 
1923. But if 1927 is an indication, this situation 
is on the way to improvement. It is worth noting 
that in every year the turnover is higher, which means 
that the stock burden Is low(‘r, than in any of the other 
wholesale trades considered. The turnover in the whole¬ 
sale grocery trade showed no significant trend from 
1916 to 1923,* although there are some sharp changes 
from year to year. From a turnover of 5.7 in 1916 
there was a decline followed by a rise to 6.1 in 1920. 
In 1921 the turnover was the lowest for the 1916-1923 
series of years. In 1922 it was the same as in 1916. 

The hardware trade shows no significant change in 
stock turnover during the ])eriod 1923-1927. There is 
no evid<*nce tliat enrnnit buying methods have affected 
stock burden of hardware wholesalers. Turnover was 
down in 1924, but higher in the last two years of the 
period than in the others. 

The stock turnover in the wholesale furniture trade 
was higher in 1927 than in either of the two preceding 

•Stock turnover data for wholesale procr'ries for 1916 to 1923 are 
published in the Bulletins of the Harvani Bureau of Business Re¬ 
search. While these fifniri's make it povssible to study the changes 
from year to year for the i>eriod covcre<l. the series must not he 
compared directly to the series discusse<l in the preceding part of 
the paraanpdi. as the data obtained by the Fe<lenil Reserve Board 
show continuously a higher turnover than the Harvard figures. 
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years.* So far as this short period gives any evidence, 
it indicates that stock burden is decreasing. 


II. STOCK BURDEN OF RETAILERS 

The stock burden of retailers, as of wholesalers, is 
best seen in terms of stock turnover. As in the latter 
ease, an increasing turnover means a decreasing in- 
ventorv in proportion to sales. 

The evidence shows very little chanye in stoclc burden 
of various retail lines. The st(x‘k turnover for retailers 
of shoes, groceries, jewelry, and hardware for a series 
of years is presented in the chart on page 271.^ 

Studies in particular localities give some evidence 
concerning the turnover of grocery retailers. In Colo- 
rado, for example, p^rocery retailers’ stock turnover is 
reported as shown in the chart on page 271.* A study of 
stock turnover of retail grocery stores in Omaha and 
Lincoln and in stores located elsewhere in Nebraska is 
showm in the chart on page 271.* The data from the 

*In this trade, a-« in an<J sluus, the* data are heavily 

weighted by the report.*? of manufacturers. The t»imover is, 
therefore, perhapw a« representative of manufacturers’ ns of whole¬ 
salers’ experiences. (See footnote 3. p. 268.) 

^ Data for shoes, 1912-1923. for Rroceries. 1911-1924, and for 
jewelry, 1919-1927, are from BnUetim of the Harvard Btireau of 
Business Research. Data for shoes. 1924-1926. comniled by the 
National Shoe Retailers* Association, were published in Natwnat 
Footwear for August, 192.5, June, 1926, and August, 1927. The 1926 
turnover was reportefl a.s 1.8 in the 1926 ismie and as 2.1 in the 
1927 issue with no explanation of the change. Data for hardwan', 
1922-1927. are from The National Retail Hardware Association. 

• Data are from BulU tim of the Bureau of Business and Govern¬ 
ment Research of the University of Colorado. 

*Data are from Bulletins of the Committee of Business Re¬ 
search of the University of Nebriijika. 
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Stock Turnover in Various Retail Lines® 

I. SHOES II. GROCERIES III. JEWELRY IV. HARDWARE 



SimK 'ri RNOVEU OF ClROOmY HeT\1I.I:RS IN' (.'0I>0R.\D0 AND 

Nebraska® 

T. OMUfA AND I.IXCOLN 11. RLaKVHF.R1l IX Xr.RKAXKA III. COLORADO 



® See footnotes 8 and 9, page 270. 
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Nebraska study do not show improvement in the situa¬ 
tion either for city or country dealers. Indeed, the trend 
of turnover seems downward in l)oth cases. It is interest¬ 
ing to note, however, that stock burden in larger cities 
is disclosed as being much smaller than in outside points. 

The turnover in department stores is increasing 
slightly, thus evidencing a lessening siock burden.^ (See 
chart on page 27»5.) The year 1020 was a bad y(*ar for 
department stores with respect to turnover. Taking the 
United States as a whole, tlu^ rate was only 3.05. It 
was 1925 before the ttirnover for the whole United 
States was again as liigh as it had Wn in 1919. After 
1925 the turnover contiinuMl to increase tlirough 1928, 
when it reached 3.07. Each of tlie last four years (1925* 
1928) has lx»en l)etter than any of tin* six (1919-1924) 
that preceded. 

The variations among several <listricfs are int(»r(»st- 
ing. The Xew Vf»rk district shows an unbroktm upwarcl 
trend of .st^)ck turnover from 1920 through P928. Dallas 
and Ik)ston show similar u[>ward trcmds, but each of 
the.se is broken by the turnover in 1921, which was 
higher than in 1922. The San Francis<x) district shows 
an upw'ard trend from 1920 through 1928, l>roken only 
by the turnover in 1924, which was lower than in 1923. 

*• Basic data for 1919-1924 arc from the Federal Kcaerve Bulletin 
for May, 1925, p. 332; and for 1925-1928 arc from mimeographed 
reieaaea of the Federal Resor\'e Board on the subject of retail 
trade. The numbr*r of »ton*« reporting has inerraaed from about 
300 in the earlier yeam to about 650 in later years. As these data 
arc not compunible throughout the wries, a chain relative waa 
computed, using the actual turnover in 1928 as the base figiire, 
Hix Federal Reserve districts were considered separately to deter¬ 
mine possible <lifferencefl in different parts of the country. Data 
for Dallas and Atlanta are not available for 1919. 
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Atlanta is unique in that it shows a declining turnover 
from 1925 through 1028, with 1028 showing the lowest 
rate in the whole series of nine years. The Boston and 

Stock Turnover of Deimrtment Stores in Spectftcd Fedek^l 
RF iSERVE Districts® 


II. NEW YORK III. Cl.BVBLAND 


IV. ATLANTA 


s § § 1 

S § 

Si ^ ^ g 


V. DAI.I-A8 

VII. f 

V\N FRAN CISCO 

Mil. ALL 1)1 STRUTS 


®See footnote 10, page 272. 

New York districts show higher turnover in every year 
than does the United States as a whole. Each of the 
other four districts considered (except Cleveland, in 
1923) is lower in ea<*h year than is the average for the 
United States. In fact^ the highest turnover ever at- 
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tained in the San Francisco district (3.04 in 1928) is 
lower than the lowest turnover in the United States as 
a whole (3.05 in 1920). 

Considering all the evidence on retail stock turnover, 
it is clear that while there has been some improvement, 
chiefly in department stores, the stcH‘k burden for re¬ 
tailers shows very little indication of current improve¬ 
ment. 


A general ronrlusinn on slot h burden. The general 
conclusions that can 1)0 drawn as to stock burden vary 
somewhat with the nature of the industry considered. 
American production as a whole may Ih' divided into 
two classes so far as stock burden is concerned. Tn 
agriculture, in many industries definitely related tx) 
agriculture, and in some others the economies of seasonal 
proxluction make large stocks unavoidable. In many 
lines of manufacture, stocks can l>e n^duced by improved 
practice in manufacturing, selling, and in purchasing. 
Obviously in wholesaling and retailing the buying 
policy of the merchant may l>e a dominant factor. 

There is evidence showing that a larger burden of 
the stocks of agricultural pnKliicts has lK'(»n carried by 
the farmer since 1921 than for the period between the 
outbreak of the war in Europe and that date. Of canned 
foods, sugar, and chee.se, all immediately dependent 
upon seasonal production, the manufacturer or storer 
has in recent years Ix^en carrying a heavier stock burden 
than formerly. In such products where the burden must 
be borne by someone, there has been, in other words, 
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a tendency to keep an increased part of it at the point 
of first or early incidence. 

The other industries studied, however, give no reason 
for concluding that in g(‘n(*ral manufacturers are, com¬ 
pared with those to whom they sell, worse off in 
the matter of stock burden than they were a number 
of years ago. A fully satisfactory opinion on this 
point would require a more complete comparison of the 
j>resent and the past division of burden among succes¬ 
sive participants in many industries than has been made. 
Yet it is significant that the evidence shows only a slight 
lessening in the stock burden of retailers and somewhat 
more light(*niiur of the burden carried by wholesalers 
ami, omitting the building trades, more cases of de¬ 
creased than increased burden among manufacturers. 
From su(‘h observations it seems a reasonably safe con¬ 
clusion that where the conditions of production make 
it possible to control stcx'k.s, current buying methods 
have shifted no new load to manufacturers or whole¬ 
salers generally and thaU on the contrary, either by 
adjusting their production to these methods or by revis¬ 
ing their own purchasing practices, or lx>th, they have 
in many cas(‘s d(HTeas(*d the st(x*k burd(*n carried. 

There is indication in tliese facts that American in¬ 
dustry as a whole is doing its business with a consid¬ 
erable tendency towards smaller proportionate invest¬ 
ment in stocks of raw materials and finished goods. 
Excepting, of course, the seasonally produced products 
and the building industry, which constantly injects 
itself as an exception in this study of stock burden, the 
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weight of evidence points in that direction. Retailers 
have made some improvement; wholesalers some gain; 
and manufacturers an improvement in more cases than 
otherwise, particularly in their stocks of raw materials. 
The effects of this situation and of its possible con¬ 
tinuance are worth careful consideration. To the degree 
that the stock burden of raw materials and of finished 
goods has been lightened in the period since 1920, our 
national business has been carried on with less money 
invested in proportion to the amount of business being 
done. It is quite probable that this has contributed to 
the “ plethora of funds,” the low interest rates, and the 
credit freely available for instalment buying and specu¬ 
lation. These trends tend also to shift the purposes for 
which and the points at which funds are most needed. 
If farmers or canners of food products, for example, are 
required to carry a larger part of their products for a 
longer period than IxTore, short term credit will be 
needed by them to a greater degree than formerly, and 
facilities will l)e required for making it intelligently 
available. If the releasing of funds from the stocks of 
industry permanently affects prices of securities, impor¬ 
tant stock exchange centers will Wome increasingly 
important as banking centers. It may easily lie that 
such trends will give a new importance to certain types 
of borrowers, to certain borrowing areas, and to certain 
money markets. 
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CHAPTER XV 


IS THE FLOW OF ORDERS BECOMING 
MORE STABLE? 

Chapter II was in part devoted to pointing out that 
our method of specialized production*results in a flow 
of partly finished goods from unit to unit of the produc¬ 
tion mechanism. It was shown that this flow is in consid¬ 
erable part controlled by a flow of orders. The two 
together constitute what we call trade. The question is 
now raised whether current methods of buying—current 
trade practices—are resulting in an improved stability 
of trade. The How of orders and the flow of goods will 
have separate consideration. The flow of orders which 
controls the flow of goods may, like a stream, vary in 
the uniformity of its current. During a given year 
commitments may be given from month to month with 
little variation; in another year they may flood through 
the channels of trade in one month, and in another drop 
to a listless rivulet. 

The purpose of this chapter is to consider whether 
the flow of orders is becoming more or less uniform. 
This question raises a preliminary one: How can the 
uniformity of the flow be measured? 
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I. A METHOD OF MEASURING RELATIVE 
STABILITY OF FLOW 

The method used in this study for measuring the 
uniformity of flow of orders is one with which statisti¬ 
cians are entirely familiar/ It is known as determining 
the average percentage deviation from the arithmetic 
mean. Lay readers, however, may w(?lcoine the follow¬ 
ing brief explanation of the steps involved in the calcula¬ 
tion. First the arithmetic average of the series is ob¬ 
tained; and the difference lK*tween each item of the 
series and this average is secured. These differences are 
then averaged without regard to whether they are above 
or below the mean, and the result thus obtained is ex¬ 
pressed as a percentage of the arithmetic average of 
the series. 

The use of this method in measuring uniformity of 
flow of orders, can be readily seen from a specific exam¬ 
ple. A company, for example, receives orders in two 
con.secutive years as follows (in thousands of dollars) : 


Month 

1920 

1921 

January . 

. 64 

12 

Febniar>' . 

. 33 

14 

March . 

.38 

24 

April . 

May . 

. 37 

27 

.35 

25 

June . 

.22 

23 

July . 

. 25 

24 

August . 

. 28 

25 

September . 

. 18 

28 

October. 

. 10 

32 

November . 

. 5 

33 

December. 

. 3 

15 


‘The same inethcKl is used in subsequent discussions to measure 
the uniformity of the flow of ^oods, the uniformity of stocks held, 
and the uniformity of production. 
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The arithmetic average 

of these for each year is: 

1920 

1921 


26 5 

23.5 


The deviations of the 

monthly data 

from their 

spective averages are: 



Month 

1920 

1921 

January . 

.37.5 

11.5 

February . 

. 6.5 

9.5 

March .*. 

. 11.5 

0.5 

April . 

.10.5 

3.5 

Mav . 

. 8.5 

1.5 

June . 

. 4.5 

0.5 

July . 

. 1.5 

0.5 

August . 

. 1.5 

" 1.5 

September . 

. 8.5 

4.0 

October. 

. 16.5 

9.0 

November . 

. 21.5 

9.5 

December . 

.23.5 

8.5 


The average of these deviations for each year is: 

1920 1921 

12.7 5 0 

The average of the deviations expressed as a per¬ 
centage of the average monthly value of orders received 
for each year is: * 

1920 1921 

47.8 21 1 

Finally, these “ average percentage deviations ” may 
be charted so that a visual comparison of the flow of 
orders in one year may be made with that for another, 
and the uniformity of flow can readily be seen. If this 
method of measuring uniformity is applied to the orders 
received for a series of years, the variability of the 
flow of orders for the different years may be compared 


•If one had more or loss frequent data the method would be 
the same. 
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with one another. If the same method is applied to 
several commodities, the uniformity of flow of orders 
of any one commodify may he compared with that of 
others. 

While average percentage deviation is under ordinary 
business conditions a satisfactory measure of seasonal 
movement, it becomes much less satisfactory where there 
are violent changes which cannot ho ascribed to ordinary 
seasonal influences. In succeeding chapters it is oc¬ 
casionally remarked that the deviations for certain years 
are not to be taken too seriously. In those cases it is 
usually such an influence as here noted that causes the 
difiiculty. 

There are certain industries in wliich the placing of 
an order for a given unit of goods takes place coin¬ 
cident with or, at most, only slightly before, the goods 
themselves move. The marketing of wlieat by the farmer 
and by the country buyer furnislies an example. “ Cash 
and carry’’ retail selling is an even Ix'tter case. It has 
seemed best in this chapter, tli(*refor(\ not to consider 
the flow of orders in such types of industry.’ 

For this study of orders it was possible in some cases 
to obtain compiled data Uu* certain commodities and in 
others to secure statistics for individual companies. 
The two types of data are considered s(*parately. 

‘The sale of certain product.s where orders and Roods move 
almost simultaneouslv receives consideration on pp. 301-303, 306- 
311, 335-342, where the flow of goods is discussed, and these sec¬ 
tions may be referred to as examples of the flow of orders for 
such products. 
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II. VARIATION AND STABILIZATION IN SEVERAL 
INDUSTRIES 

By means of the method (explained in the preceding 
section, the flow of orders in a number of industries has 
been measured and the results set forth in the chart 
on page 284. The industries studied have been classed 
into four groups: iron and steel, represented by mer¬ 
chant pig iron, fal)ricated structural steel, steel sheets, 
steel castings, and steel furniture; the building in¬ 
dustries, r(‘presented by building contracts awarded, 
oak flooring, southern pine, and (‘iiameled ware baths; 
the textile industries, represented by finished cotton 
goods, hosiery, and knit underwear; and furniture, 
r(*presented by the orders of one large manufacturers’ 
association.* 

*Datii are orders reetMvi'd by the manufacturers of the g:oods in 
fpiestion for f^tool casting's (in tons), ivpresonting about 80 per cent 
of the industry; for furniture ( “ businoas group.'’ in dollars), 
representing all of the industry: for enameloit ware baths (in 
number of pieces), repres<*nting 100 per cent of the industry'; and 
for hosier\' (in nun\ber of pairs), representing 44 per cent of the 
industry, all cornpih'd by the IT. S. Department of Commerce, 
Hurenu of (he Cen.'^us; for merchant pig iron (in tons), represent¬ 
ing about 90 per cent of the production in strictly merchant 
furnaces, compiled by the AnuTican Pig Iron Association, and pub¬ 
lished in the Metals and Machinery Stx^tion " of the Record Book 
of Bvusinesis Statusticj^: for fabricated structunil steel (in tons), 
compiled first by the Bridge Builders and Structural Society and 
later by the U. S. Department of Commerce, Bureau of the Census; 
for steel sheets (in ton.s) reprewmting almost all of the independent 
steel sheet manufacturers, compiled by the Xational Association of 
Flat Rolled Steel Manufacturers; for oak flo<iring (in board feet), 
repre^nting 90 per cent of the industry', compiled by the Oak 
Flooring Manufacturers’ Association; for southern pine (in board 
feet), compiled by the Southern Pine .\ssociation; for finished 
cotton goods (gray yardage), compiled by the National Associa¬ 
tion of Finishers of Cotton Fabrics; for knit underw^ear (in num¬ 
ber of garments), representing about 61 per cent of the indust^>^ 
compiled by the U. S. Department of Commerce, Bureau of the 



PiMMU6£ DtviAinoM ^ PeiKOtuei OevuirtOM 


2S4 


HAND-TO-MOUTH BUYING 


The Flow op Orders in Specified Industries 

(Average percentage deviation of monthly orders from the arith¬ 
metic moan for the given calendar year) 

I. IRON AND STEEL 


A. Merchant Steel I>. Fabricated K. Steel 

Piir B. Steel Sheets Castings Striu-turul Furniture 

Sttvl 



II. THE BUILDING INDUSTRY 


Building Con¬ 
tracts Awarded 


B. Southern D. Kjmmeled 

Yell<*w Pine Oa>c Fk>oring Ware Baths 



III. THE TEXTILE INDUSTRY 


IV. FURNITURE 


A. Finished B. Knit 
Cotton Goods Un«lerwear 


C. Hosiery 


A Manufacturing 
Association 
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In every indnstry group studied there is strong evi¬ 
dence of improvement in the stability of the flow of 
orders since 1910 or 1920. This improvement is most 
striking in the building industry, every sample showing 
a decided improvement during the period. In four out 
of five of the steel samples the gain in stability is also 
considerable. In the textile industry two of the three 
samples sho\\ a materially improved stabilization of 
flow. There is also decisive improvement shown in the 
furniture sample. 

The increasing stahiliiy since 1019 or 1920 has by no 
means been continuous in every industry. Disregarding 
the industry groupings and examining each sample, it 
will l)e seen that in a number of ea^^es there occurred an 
increase in uniformity, followed by an increase in vari¬ 
ation and then again an increase in uniformity. The 
years 1028 and 1024 are thost' which most frequently 
interrupted the trend toward improving stability. In ten 
of the thirteen sam])les the deviations in 1023 or in 1924 
or in both years w(‘re higher than in the years immedi¬ 
ately preceding or following. Striking examples are or¬ 
ders for knit uiul(*rwear, the flow of which in 1923 was 
more erratic than that in any other year of the series, 
and orders for merchant pig iron, in which 1023 was the 
peak of a series of three years during which the flow had 
been growing less uniform. 

Census, and by the Associated Knit Undonvear Manufacturers of 
America; for builditif^ contracts awarded (in dollars), published 
in the F. W. Dodge Corporation Braiding Staiistiat monthly; and 
for furniture (in dollars), furnished by one association. In each 
case, except where othenvise specified, these data are published in 
the Survey of Current Business. 
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In certain commodities, of wliich knit underwear is 
a good example, the trend towards stability is more con¬ 
tinuous since 1023 or 1924 than since 1010 or 1020. 

The flow of orders was belter stabilized /n the years 
1925-192S than in any other period for ndiich data are 
available. For eight of the thirteen sain{>les considered, 

Orders Received by Months, Southern Pine, 1919-1928 



the percentage deviations in tin; velars 1025-102S aver¬ 
age lower than the percentagii deviations in any [ireced- 
ing year for the same commodity. This conclusion gives 
support to the widely accepted idea that business has 
been running on an even ked for the ])ast f(‘w years. 

Details with regard to the increased uniformity in the 
period 1025-1028 are disclosed by an examination of the 
actual movmmmt of the new onlers placed each month. 
As new orders for southern pine furnish a good example, 
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the monthly data are shown in the chart on page 286. It 
will be seen that the high peaks of 1919, 1921, 1922, and 
1923 disappear in the later years, and a comparatively 
uniform flow^ appears. In otlier words, the one or two 
annual peaks and valleys of those earlier years give way 
to three or four small peaks and valleys in each of the 
later years. The same phenomenon occurred in new 
orders for knit underwear. The years 1921, 1922, and 
1923 and, to some extent. 1924 show high peaks and 
low valleys, apparently at definite seasons. In the years 
1925-1928 these peaks and valleys have virtually dis¬ 
appeared. and a series of smaller ups and downs have 
succeeded them. 

A similar though different type of change was found 
in the now orders for enameled ware baths and for cer¬ 
tain of the steel ])roducts. In these cases a fairly definite 
seasonal movement seems to have taken the place of a 
swing extending over two or three years. Steel fur¬ 
niture is the only one of the steel products considered 
which docs not show this change. 

The flow of orders was often (in seven of the eleven 
samples showing 1928 data ) less uniform in 1928 than 
in 1927, in fact less uniform than an average of the 
three ])receding years. There is, of course, no possible 
way to judge whether this indicates that these industries 
are entering an era of less regular placing of orders or 
whether this is only a alight step out of the trend toward 
a more even flow. In three of the seven cases showing 
1928 leas uniform than 1925-1927 there is a trend to¬ 
ward less uniformity from 1925 or 1926 through 1928. 
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In eight of the twelve products for which 1927 data 
are available, the flow is less stable in 1927 than in 1926. 
In general the year 1926 may be said to be a year of no 
change when compared with 1925. Not only arc vari¬ 
ations, where they occur, very slight; but for the thir¬ 
teen products studied, six products show increased sta¬ 
bility, five show decreased stability, and two show no 
change. 

The Flow of Orders in Pre-War and PostvWar Years 

(Average percentage deviation of monthly orders from the arith¬ 
metic mean for the given calendar year) 


I. FABRICATED STRUCTTCRAL STEEL II. OAK FIX)ORINO 



The flow of order data in two of the industries studied 
make possible a pre-ivar and post-war comparison, (Sec 
chart on this page.) The two products concerned are 
fabricated structural steel, for which tlic flow of new 
orders is measured from 1909 through 1928, and oak 
flooring for which new order data were obtained begin¬ 
ning with 1912. In the period 1909-1919 there seems 
to be a definite cyclical movement in the regularity with 
which orders for structural steel were secured. Since 
1919 there has Ixien a fairly consistent trend toward 
greater uniformity, and a greater stability has been 
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reached in each of the last five years than in any earlier 
year except 1912. New orders for oak flooring, on the 
other hand, do not show so definite a cyclical movement. 
There was a period, 1912-1915, in which the variation, 
although considerable, was about the same in one year as 
in another. The year 1910 shows the most uniform 
flow of the series. From 1917 through 1921 there was 
very great variation both in the flow of orders within 
each year, and in the stability in one year as compared 
with another. Since 1921 the flow has been comparable 
to the period before 1916, but has been slightly less 
stable in this later period than in the earlier one. 

III. THE Flow OF ORDERS TO PARTICULAR 
COMPANIES 

Since sucli industry figures as we have been studying 
necessarily conceal the experiences of individual con¬ 
cerns, it is worth while to examine the flow of orders to 
certain specific companies. Three cases will be used: 
a blanket manufacturer, a food manufacturer—whose 
orders for canned pork and beans and for canned spa¬ 
ghetti have been obtained—.and a leading steel company.* 
The individiud companies have had varied experi¬ 
ences with the flow of orders, and one company has had 
different experiences with different products. The busi¬ 
ness of a blanket manufacturing company came to it 
with increasing regularity from 1923 through 1926. 

•In each case the data were furnished by officers of the com¬ 
pany who asked that the name of their company be not used. 

20 
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(See chart on page 291.) A study of the monthly data 
shows that the seasonal ordering so pronounced in the 
earlier years had almost disappeared in 1926. 

In examining the charts showing the flow of orders 
received by a single large food manufacturing company, 
worth noticing is the much greater variation in the or¬ 
ders received for pork and beans than in ord(‘rs received 
for spaghetti. (See chart on page A study of the 

monthly distribution of orders through each y(*ar shows 
changes in the seasonality of th(‘se orders which ar(‘ 
surprising wluui one consid(‘rs tlu' fact that they arc for 
staple food products. Striking is the unevcui flow of this 
company’s orders when compar(‘d with tliosc^ of the manu¬ 
facturer of blankets, a seasonally consumed product. 

The steel manufacturing company studied has re¬ 
ceived orders in a much more uniform flow during each 
of the consecutive years 1926, 1927, and 1928 than in 
any other year of the series which Ix'gins in 1913. (See 
chart on page 291.) While this uniformity was closely 
approached in 1922 and almost eipialled in 1913, it was 
never before continiU‘d for mon* than one year. 

Striking as is the degree of stability for the period 
1926-1928, one is inclined to doubt the probability of its 
continuance for any great length of time. While the flow 
of orders in 1927 and in 1928 was more stable than in 
any year before 1926, it was less stable in each of these 
years than in the year just preceding. Although order 
flow was most irregular in 1921, it was also very irregu¬ 
lar in the years 1914 and 1919. 
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Ordkhs Rkceivkd by a Blanket Manufacturer, 1923-1927 

(Average percentage deviation of monthly orders from the arith¬ 
metic mean for the given calendar year) 



Orders Rexymvkd by a F(K)d Mani futukinc. Company 

(Av('rage percentage' deviation of monthly orders from the arith¬ 
metic mean for the given caUaidar year) 

I. PORK ANi. BEANS 11. SPACHETTI 



Orders Received by a Steel Manufacturing ( ompany, 1913-1928 

(Average percentage deviation of monthly orders from the arith¬ 
metic mean for the given calendar year) 
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A general view of all the data leads clearly to the con¬ 
clusion that business as represented by the uniformity 
of the flow of orders through the year has tended towards 
a greater degree of stability since 1919 and 1920. Such 
a general conclusion, however, needs certain specific 
modifications: the trend towards stability was seriousl}^ 
disturbed in 1923 and 1924—apparently by the boom 
in business—and movement shows great variations from 
industry to industry and business to business; in general 
the years 1925, 1926, and 1927 have been years of re¬ 
markably even flow, wth 1927 somewhat less uniform 
than 1925 and 1926. The meager evidence that is avail¬ 
able suggests that the present stability is comparable to 
the pre-war situation, but that we have reached in the 
past three years a greater uniformity of order flow than 
existed prior to the war. In other words, there is some 
reason to believe that the change since 1919 and 1920 
has been a back to normalcy movement in the sense 
that pre-war conditions were “ normal.’^ Hut we have, 
in the uniformity of order distribution, perhaps sur¬ 
passed in the last few years the condition which existed 
before the war. 



CHAPTER XVT 


THE FLOW OF GOODS: EARLY STAGES 

A second aspect of trade is the flow of goods. Is this 
phase of trade becoming more stable ? The uniformity 
of the flow of goods is of far more practical significance 
than the uniformity of the flow of orders, as it reflects 
much more directly the regularity of employment, the 
investment of liquid capital, and the utilization of 
many types of equipment. One might imagine an ideal 
flow of trade to be one with no deviation whatsoever; 
one which mo.ed with the same volume every month, 
week, or day. Such a movement would be in conformity 
with a steady production, a minimum of stocks, and 
uniform inventory. Put such a uniform movement of 
goods is by no means ideal in view of the production 
methods which we actually employ. It may be more 
economical to move iron ore when the lakes are open 
than to do so when they are ice-bound, even though this 
lack of stability involves a cost for storage, a shut-down 
of production, and a shift of employment. Nor is such 
an extreme case the only instance in which more may 
be said against complete stability than for it. Nature 
makes unduly expensive anything but seasonal produc¬ 
tion of many types of goods, and where there is seasonal 
production there are usually found reasons for more or 
less seasonal shipments. Seasonal consumption also 
argues for irregular trade movement. Almost every 

m 
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mamifacturi'i*, ev(Mi if not ilirectly affected by those 
forces, finds them reflected in the flow of shipments 
desired l>y his customers or ur<red by those from whom 
he buys. Thus some deviation from a uniform flow may 
l>e expected in every industry. 

In this chapter attention is ^iven to the flow of goods 
in comparatively early stages of ])rodu(*tioii and in 
general in gi’oups of related (*ommoditi(‘s. In the m‘xt 
chapter the flow on to the consunuu* is consid(‘red. We 
shall begin by making a very geiuu-al measurem(*nt of 
the flow of goods through trade and tlien study the 
movement in a considerable number of im])ortant in¬ 
dustries. The method us(*d is the sanu‘ as that employed 
in measuring the flow of or(l(*rs. ( For exjdanation of 
method, see page 2 SO.) 

I. THE FLOW OF GOODS IN TRADE GENERALLY 

A general picture of changes in the flow of goods is 
afforded by a study of changes in tin* numb(‘r of tons 
of freight received for shipment by the railroads. As 
goods move out of the manufacturer’s shipj)ing room, 
or the wholesaler's warehouse*, tliey go to some trans¬ 
portation agency, most commonly to the railroad. The 
irregularity of thi.s movement can be measured (as the 
flow of orders was measured), thus providing a com¬ 
posite view of the stability of the flow of all goods 
shipped. 

A composite picture of the floiv of goods shows con¬ 
siderable variation and little consistent trend during 
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the years studied.^ (S(*(* chart on this page.) He- 

tween 1920 and 1927 stability gains, loses, improves, 
loses, and ini}>rov(‘s again. In 1927 the situation is at 
its l)ost; in 1922 it is at it^ worst If one had viewed 
this picture at tli(‘ (‘iid of 1924, In* would have been 
justified in tin* b<*li(‘f that American trade was being 
rapidly stabiliz(*d : at tin* (*nd of 1920 he would have 
f(*lt that irregularity was gaining ground. With 1927 
data in tin* sc<*in‘, ir appears that general conclusions 

Tnei Fix)w OF (looi)s Thkoi (;norT thk I'nited States, 1920-1927 

(Moasun*<l by tons of rov«*nn(* freijrht originating on Class I rail- 
\va 3 \s—avcragf* percentage deviation of quarterly data from 
th(' ariflnnetic mean for the given calendar year) 



must be withhehl—at least until studies of particular 
products have b(*en made. To such studies we may, 
then, proceed. 

Shipment figures representing the How of goods have 
l)een s(*cnred from a broad range of industries.* A 
majority of these have been classed into six industry 
groups; others are considered without grouping; and 
two are grouped as services. 

‘Data arc tons of revenue freight (both carload and less than 
carload) originating on Class I steam railways, by quarters, aa 
compiled by the Interstate Coinmeroe Commission and published 
in its Quarterly Report on “ Freight Commodity Statistics.” 

“Sources of data will be indicated as each industry group is dis¬ 
cussed. Carload shipments are those published in the Qimrterly 
Report of the Interstate Commerce Commission, Freight Com¬ 
modity Statistics of Class I Steam Railways in the United States.” 
All other data are published in the Survey of Current Business 
unless otherwise 8i>ecified. 
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II. IRON AND STEEL 

The iron and steel industry group includes iron ore 
shipments from upper lake ports; shipments of iron 
originating on Class I steam railways; and shipments 
of merchant pig iron, steel sheets, steel barrels, fabri¬ 
cated structural steel, and rolled and finished steel prod¬ 
ucts from factories.* 

There has heen a new stability in iron and steel ship¬ 
ments since 1922, (See chart on page 297.) Every 
iron or steel commodity for which there are data ex¬ 
hibited a more irregular flow of trade in 1921 or in 1922 
than it has in any year since. It cannot be said that 
there has been a steady trend toward greater stability 
since 1922, nor has the movement been similar among 
the various commodities. The year 1924 was one of 
noticeably increased deviation in six of the eight 
samples. 

In four of the six cases where the data precede 1921, 
strong suspicion is cast on the newness of the new 

• Data are iron ore ahipmenta from mines " (in tons) represent¬ 
ing 86 per cent of the industry as compiled by the Lake Superior 
Iron Ore Association; tons of carload traffic in pig and bloom iron 
and in bar, sheet, and structural iron and iron pipe originating on 
Class I steam railways; shipments of merchant pig iron (in tons) 
representing about W per cent of the production of strictly mer¬ 
chant furnaces, compiled by the Merchant Pig Iron Association, 
published in the Metals and Machinery Section ’’ of the Record 
Book of Business Statistics; shipments of almost all indepmident 
manufacturers of steel sheets (in tons), compiled by the National 
Association of Flat Rolled Steel Manufacturers; shipments of stdel 
barrels (in number of barrels) compiled by the U. S. Department of 
Commerce, Bureau of the Census; shipments of fabricated struc¬ 
tural steel (in tons), compiled by the Bridge Builders and Struc¬ 
tural Society and by the U. 8. Detriment of (Commerce, Bureau of 
the Census; and shipments of rolled and finished steel products 
one large steel roanmacturing company. 
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Thb Flow of Iron and Steel Shipments 

(Average percentage deviation of monthly or quarterly shipments 
from the arithmetic mean for the given calendar year) 
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stability. Indeed, for iron on*, \vln*re the data begin in 
1910, there i.s no significant change from the years 
which precede* to those whi(*h follow 1021 and 1022.' 
Kven in the case of rolled and finished steel products, 
the period from 101to 1020 shows only slightly greater 
irregularity of monthly mov(‘mcnt than does the period 
1922 to 102S. 

III. NON-FERROUS METALS 

liefined copper, tin, and ziiu* on* are the three non- 
ferrous metals repres<*nted by samples.' Fortunately, 
data for tin deliveries and zinc on* shipments were 
obtainable for a s(‘ri(‘s of 20 y(‘ars. Refined copper data 
cover nine years beginning with 1020. 

In each sample of the non-ferrous metals there has 
been an improved stahUHp durliuj a series of recent 
pears. (See chart on pagt^ 200.) At first glance the 
chart gives an impression of downward trend, which is 
quite justified in the case of refined copper but has little, 
if any, justification in the case of fin. Tin* j)oint at 
which this apparent tn*nd toward greater stabilization 
lK*gin8, difb'rs for the three industri(‘s. The year of 

^The year 1914, a depression year, in an exception. It must he 
remembered that iron ore shipments are forcibly regulated by 
natural conditions regardless of trade wishes and requirements, and 
therefore? do not reflect trade iiractiees as well as do the more 
highly fabricated samples. 

•Data are tin deliverie.s (in ton.s) from port warchoufses in New 
York, compiled by the New York Metal Exchange; zinc ore 
shipments (in tons) from Joplin District mines, compiled by the 
Joplin Globe; and refined copper shipments (in tons) from twelve 
refinerie.s in North and .South America, furnished by the American 
Bureau of Metal Stati.^tic?.**. 
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{greatest deviation was 1919 for tin; 1920 for refined 
eopper; and 1922 for zinc ore shipments. Zinc ore 
shipments lH‘cani(i increasingly more irregular from 
1915 througli llt22, with the exception of a single year 
A d(*gr(‘ of stahilization nnecpialled in any earlier year 
was attained in 192<». X(‘verthel(*ss, the evidence does 
not justify th(‘ conclusion that zinc ore shi])ments have 
arrived at a new degre(‘ of stainlity. Indeed, in 1927 


'Fhk Fu)\\ of Snii'MENTs OK Xon-Ferkous Metals 

(Avcrajro j>orc*ontajKC doviation of monthly shipments from the 
arithmetic moan for the Riven calendar year) 


^ i 

n 
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and in 192x tlu‘ deviations were gn^ater than the average 
for tin* whoh‘ ptudod. Tin dcliveric‘s were more stable 
in 1925 and in 1927 than in any earlii^r years. In fact, 
th(» continu(‘d uniformity of tin movements suggests that 
])ossibly a mnv (*ra has been reached in handling this 
metal. The uniformity of How from 1999 to 1914 keeps 
one from In'ing too certain of this conclusion, however. 
The improving stability of relined copper movements 
suggests the same conclusion, though no comparison 
with pre war data is possible. 
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IV. TEXTILES 

The textile industi-y is represented by a variety of 
samples, which reflect conditions in various types of 
textile businesses handling the product at various stages 
of fabrication.* Receipts of domestic raw wool at Boston 
furnish a picture of the flow of that commodity from 
local points to the most important wool market in the 
United States. Data on raw cotton marketings by 
farmers make it possible to observe the way in which 
that commodity moves from farms for a long series of 
years. Shipments of raw silk froan warehouses show the 
flow of this material to mills. Alanufactured goods are 
represented by shipments from factories of finished 
cotton goods, work clothing, knit underwear, and 
hosiery. To these are added the shipments of a single 
manufacturer of blankets.^ 

*It has seemed advantageous to include in this group such 
materials as raw wool, raw cotton, and raw silk even though they 
are not, strictly speaking, textiles. 

’ Data are receipts of raw wool at Boston (in pounds) represent¬ 
ing about oncyhalf of the domestic wool clip, compiled by the 
Boston Chamber of Commerce and the Boston Grain and Flour 
Exchange; the marketings of raw cotton by farmers, compiled by 
the U. S. Department of Agriculture, Bureau of Agricultural 
Economics, from a moderate number of reports to inquiries sent to 
farmers July 1, of each year; movement of raw silk from ware¬ 
houses in New York City to mills (in bales), compiled by the Silk 
Association of America; shipments of finished cotton go^s (in 
c^s) covering work done outside of regular textile mills, com¬ 
piled by the Naticmal Association of Fini^ers of Cotton Fabrics; 
shipments of work clothing (in number of garments) from 168 
establishments, and shipments of hosiery (in number of pairs) 
representing about 44 per cent of the industry, both compiled by 
the U. 8. Department of Commerce, Bureau of the Census; ship¬ 
ments of knit underwear (in number of garments) rwresenting 
about 61 per cent of the industry compiled by the U. 8. Depart¬ 
ment of (jommerce. Bureau of the Census, and by the Associate 
Knit Underwear Manufacturers of America; and shipments of 
blankets (in number of pieces) furnished by one company. 
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Variations in the flow of raw wool, raw cotton, and 
rata silk are not consistent. (See chart on this page.) 
Both raw wool and raw cotton show considerable varia¬ 
tion between different years of the period of two decades 
for which data are available. There is a series of years 
between 1920-21 and 1023-24 when cotton marketing be¬ 
comes steadily more irregular.* During this period, in 
fact from 1918 to 1924, receipts of wool have been stead- 

Thb Flow of Shipments of Raw Wool, Raw Cotton, and 
Raw Silk 


(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given year) 

I. wool II. SILK III. cotton 



ily increasing in stability. Beginning in 1918 there came 
a long series of years in which wool was sent to market 
with increasing uniformity throughout the year. That 
trend toward greater stability was sharply upset in 1925 
and was only partially regained in 1926, while in 1927 
and 1928 the movement was the most irregular of any 
two consecutive years in the series. Cotton, on the other 

•Deviations of cotton marketings were calculated for the crop 
year beginning August 1. 
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hand, shows in the years following 1923-24 a tendency 
toward somewhat less seasonal shipments, though season¬ 
ality increased slightly in 1927-28 as compared with the 
year just preceding. Prior to 1914 the flow of shipments 
of both raw cotton ami raw wool varied very little from 
year to year. The deviations for both commodities were 
higher in those years than they hav(‘ been for many suc¬ 
ceeding years, and averagcul higlnn* for cotton than they 
have for any y(‘ar sine(‘, exce])t 1923-24 and 1924-25. 

A study of sliipimmts In* niontlis was made to discover 
how shipments were spread througli tlie velars of low 
deviation. In the y(*ar 1920-i!l, for example, we find 
eomparativ(‘ly low shipnumts of (»otton immediately 
following the harvest ami niativelv high shipments 
during the following spring. In(l(‘(Ml, in Alarch, April, 
and ^fay, shipments wer(‘ steadily increasing, whereas 
th(‘v are customarily declining rapidly during those 
months. 

Sweeping statements on the stability of flow of raw 
cotton and raw wool are not justitieil. For th(‘se com¬ 
modities one may only conclmh' in general that, while 
there are many years of imj^roved stability, a steady 
trend is not discM’rnible, and the variation from year 
to year is in many ca.se.s great. 

Shipments of raw silk to mills .show a steady trend 
toward greater stability from 1920 through 1928. 
There is a slight exception to the completene.ss of the 
trend in the last two years, as in 1926 an unusual drop 
of shipments in the spring cau.s(Ml considf^rable ir¬ 
regularity in the year’s flow. Tlu* degree of .stability 
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attained in 1025 was, however, almost regained in 1927 
and 1928. This movement of raw silk strongly suggests 
a greater evenness of purchase and production by mills 
using the material. 

The weight of evidence shows a tendency toward 
greater instahilify in shipments of textile manufactures 
since lOdnf (S(*e chart on this page. ) In the four 
textile industries examined, two show increasing va¬ 
riations in the flow of goods in 1020, 1027, and 192S. 

The B'i.ow of Shipments of Textile Mam facti res 

(Average i)ereentage deviation of inontlily shipments from the 
arithmetic iiunin for the given calendar year) 
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In finished cotton goods and in knit nnderwear, while 
there was inereas(*d instability in 1027, in 102S ship¬ 
ments were again more stable. In every instance there 
is evidence of improvenumt in the stability of trade for 
some years preceding 192(1. In finished cotton goods 
the improvement was steady from 1023 through 1926; 
in knit underwear, from 1921 to 1925. The data for 
work clothing and hosiery make it possible to deter¬ 
mine only that there was an improvement from 1924 
to 1925. 

• As may be seen by the chart on this page, however, the ship¬ 
ments of one blanket manufacturer steadilv increased in regularitj^ 
from 1924 to 1927. 
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A prevalent notion is discredited by a study of the 
monthly shipments of hosiery. There is an accepted 
idea that seasons for hosiery have been practically 
eliminated during the past year or two. The flow of 
this product was most uniform in 1025, and the detailed 
data show that in that year there was far less seasonal 
movement than in the year preceding or in the years 
which have followed. Hosiery in 1926, 1027 and 1928, 
in spite of the increasing number of styles and in spite 
of the improved methods of manufacturers’ control in 

The Flow of Shipments of Cattle and Calves, 1900-1028 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 



that industry (sec pagii 412), iKcame a product of 
greater seasonal shipment than it had been in the two 
years preceding. 

V, FOOD PRODUCTS 

Food products are represented by some 23 samples 
which may readily be classified into several groups. The 
flow of food products through the channels of trade is 
represented by the receipts of cattle and calves at four 
principal markets, the apparent consumption of pork 
products and of beef products, the meat shipments of 
packers to their branches, the carload shipments of 
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fresh meats and of other packing house products, wheat 
shipments from primary markets, carload shipments of 
flour and meal, rice receipts at mills, fluid milk receipts 
in Xew York, receipts of poultry at four principal 
markets, receipts of eggs at five principal markets, ap¬ 
parent consumption of butter and of cheese, shipiiumts 
of refined sn«:ar from refineries, carload shipments of 
salt; carload shipments of all kinds of canned goods, 
and sales of six classes of canned food products.** 

'•Data are apparent consumption (in pounds) of pork products 
and of beef products, of butter, and of cheese; receipts at Boston, 
New York, Philadelphia, and Chicajjo (in pounds) of poultry; 
and receipts at Boston. New York, Philadelphia, Chicajro, and San 
Francisco (in cases) of crrs— all compiled by the U. S. Department 
of Agriculture, Bureau of .Agricultural Economics, and published 
in the IT. S. Department of Agriculture Yearbook; tons of carload 
shipment.s of fresh meats, of other packing hou.se products, of flour 
and meal, of salt, and of all kinds of canne<l goods originating on 
Class I steam railways; receipts of cattle and calves at East 
St. Louis, Chicago, Omaha, and Kansas city as publi.‘«hed by the 
U. S. Department of Agriculture in ‘‘Statistics of Cattle, Calves, 
Beef. Veal, Hides, and Skins. Statustical Bulletw, No. 20, p. 23, 
1900>1925; and in Crops and Markets, 1926-1928; meat shipments 
of packers to their branches (“ wholesale distribution of meats.” 
dollar volume relatives, unadjusted) compiled by the Federal Re- 
.serve Boanl, Divi.sion of Research and Statistics; wheat shipments 
from primary markets (in bushels), U. S. Department of Agricul¬ 
ture figure.s from Bulletin No. 982, p. 158, 1910-1919, from Year¬ 
books (11 markets). 1929-1925. and funiished by Mr. John Wilson 
of the Bureau of Agricultural Economics, 1926-1927; receipts of 
rice at mills (Southern paddy, all except California, barrels or sacks 
of 162 pounds), compiled by the Rice Millers* Association; raw 
milk receipt.s in greater New York (in quarts) from The Milk 
Reporter; shipments of refined .Migar from refineries in Savannah 
and New Orleiins (in tons), compiled by the Federal Reserve Bank 
of Atlanta; spot sales of canned foods as reported in the ques¬ 
tionnaire sent to members of the National Canners' Assoiuation; 
total shipments of salmon from both the U. S. and Alaska as pub¬ 
lished in the 8arrrj/ of Current Business; and .sdrs n porteil by au 
individual food iminufacturing company. 

21 
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Shipments of cal He and calves show, since 1922, a 
greater stabilitff of flow than that attained in any simi¬ 
lar period of years since 1900. (See chart on page 304.) 
Not only has there been unusually uniform shipping 
through eaeli uf these years; but, with the exception of 
1920, each year shows an improvement over the preced¬ 
ing year. The uniformity of shipments in 1928 was 


The Flow of Shipments of Meat and Othek Packing House 

Products 

(Average percentage deviation of monthly or quarterly shipments 
from the arithmetic mean for the given calendar year) 



greater than in any other year of the 29-year series. 
The change in stability from year to year seems to 
follow a rather definite cycle of from six to eight years. 
Deviations arc high in 1902, in 1909 and 1910, in 1916, 
and in 1922. The variations in the several cyclical 
movement-s are easily seen in the chart but attention 
should be called to the almo.st continuous trend toward 
greater stability following 1916, a trend which is only 
significantly broken in 1922. 
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The flow of pork produris ami of beef products out 
of cold storage for the past eight or nine years has been 
considerably more stable than in the four or five years 
just preceding. (Soo chart on page 306.) In both 1918 
and 1919 tlie mov(‘nic*nt of tluvse two products was much 
more irregular than in any other year observed; so that 
if we make the com])arison of recenit years with those 
years, the improvement is striking. Even when a com¬ 
parison is made with 1916 and 1917, however, there is 

Shipments op Whb.\t fkom Primary Markets 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given crop year, and shipments 
miulo during indicated months) 


I. THE PLOW OF SHIPMENTS II. MONTHLY SHIPMENTS 



no doubt of a mucli greater regularity in meat consump¬ 
tion. For pork products, 1926 is the year of most stable 
flow of shipments; for Wf products, 1927 showed an 
improvement over every other year." 

“The improving regularity of flow in the meat trade is shown 
by other evidence as well. Whether measured by shipments of 
packers to their branches or by carload shipments of fresh meats 
originating on Class I steam railways, there is shown a trend 
toward greater stability following 1^. In the case of carload 
shipments of packing house products other than fresh meats there 
is a slight trend toward gi^ter stability from 1921 to 1923. Follow¬ 
ing a greater irregularity m 1924 there is an even more pronounced 
trend towards uniformity from 1924 to 1927. 
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The stability of shipments of wheat from primary 
marJcets has been increasing since the crop year 192^-25. 
(Sec chart on page 307.) Similar downward trends 
may l>c observed from 1017-1*8 to 1020-21, and from 
1021-22 to 1023-24. Prior to tlic crop year 1017-18 
wheat seems to have moved to the primary markets with 
about the same regularity year after year. The crop 
years 1917-18 and 1024-25 are those of greatest in- 

TH^3 Flow of Cerrals Shipments 

(Average percentage deviation of monthly or quarterly shipments 
from the arithmetic mean for tho given calendar year) 

f, CARLOAD SHIPMENTS OF II. SHIPMENTS OF RK'B 


FLOCK AND MEAL TO MILI.S 



stability. The striking ditfenmces in month-to-month 
shipments of thi.s commodity in different years may 
also be observed in the chart. Th<? chart shows the year 
of greatest stability, 11)20 1021, a year of great stabil¬ 
ity, 1924-1025, and the most recent year studied, 
1026-1927. 

Carload shipments of Hour and meal contrast with 
wheat shipments in l)eing increasingly irregular from 
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1924 to 1926. (See chart on page 308.) They were 
more regular in 1927, however, than in any other year 
for which data are available. The year showing least 
stability is 1922, with 1921 not much better. 

Shipments of rice to mitts show a much greater sea- 
somil movement than either of the products discussed 
above. The contrast sngg(*8ted is particularly interest¬ 
ing with r(‘f(‘renee to wheat, which, like rice, is a 
si^asonallv produced but continously consumed cereal. 
Since 1925 the stability of shipments has improved 
noticeably, but from 1921 through 1925 each year 
showed an incr(‘ased instability. 


The Flow of Fu id Mii.k Shipments to New Vohk, 1920-1928 

(Avrranc porcontago doviation of monthly shipments from the 
arithmetic mean for the Riven calendar year) 






15 




The year 1921 shows by far the least deviation from 
a uniform flow. An examination of the monthly ship 
ment^ shows the reason for such slight deviation; the 
typical seasonal movement was virtually eliminated. 
During that year almost as much rice was shipped to 
mills in ^fay as in Octolx^r, and more than in Xovemlx'r. 
In more typical years May shipments are less than a 
tenth of the Novemlx'r shipments and are sometimes 
almost lacking. The improvement of 1927, while less 
marked than that of 1921, came from maintaining ship¬ 
ments through the spring and summer. 
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The flow of fluid milk to New York is becoming more 
stable, (See chart on page 309.) The year 1925 is out 
of line, but the other four years following 1923 show an 
increasing uniformity of flow, each showing greater 
uniformity than that attained in any of the earlier 
years observed. A study of the detailed data shows that 
ill 1923 and 1925 there was some unusual occurrence 
causing extremely high consumption in certain months. 

The Flow of Shipments of Poi ltry. E(xjs, Butter, Cheese Out 
OF Com iSroRAOE 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 


r. POULTRY U. E<.<;s HI. IV. UHEf2SE 



Such a study shows also that the definitely seasonal 
movement in tin* years 1920, 1921, and 1922 is greatly 
smoothed out in the last three years of tin* serie.s. 

Shipments of the various products generally included 
in the butter and egg trade " show increasing stability, 
(See chart on this page.) (Vmiparing tin* tnmd for 
poultry with that for eggs, the improvement is much 
more noticeable in the former. For poultry the devia¬ 
tion in 1928 is 43.5 per cent as compared with a de 
viation of 58.5 per cent in 1920. The most stable year 
of the series for poultry is 1924. Deviations in egg 
shipments show a series of downward trends, each trend 
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beginning a little lower than the one preceding. Ship¬ 
ments were strikingly more stable in 1928 than in any 
earlier year. 

In recent years both butter and cheese are being con¬ 
sumed more regularly through the year, with a resulting 
stability in trade movement. The change in consump¬ 
tion from a sliarply seasonal one to a more even one is 
particularly noticeable in the case of butter. Butter has 
been moving into consumption with a constantly greater 
regularity in every year since 191S, with slight excep¬ 
tions l)etween B)24 and 1925 and between 1927 and 
1928. Tlie deviation in 1927 is only a little more than 
half as great as it was in 1918. 

Cheese is also becoming to a much greater extent an 
article of year round diet. The average deviation from 
uniform consumption, in r92(b was less than half what 
it w^as in 1920. This was the most uniform consumption 
achieved in a series of years in which the trend was 
toward more stability. Though the use of this com¬ 
modity was slightly less r(‘gular in 1927 and in 1928 
than in 1920, it was more r(‘gidar in each of these years 
than in any year Ix'fore 1920. A study of the detailed 
monthly data upon which those deviations are based 
shows that in the earlier years of the series there was a 
high peak of consumption in May and a second high 
point in Septeml)er or October, with low consumption 
in July and Decemlw'r. Similar peaks and valleys are 
still observable, but are much less sharply marked 
during the past few years than in the earlier ones. 
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.1 sihidy of shipments both of refined sugar and of 
salt gives some added evidence of increased sfahIJization 
in the food trades. (See chart oii this page.) In 1925, 
]92h, and 1027 there was a eonsiderahly more uniform 
How of shipments of sugar from refineries than during 
the four years preceding. In 1028, however, there was 
greater irregularity than in any earlier year. 

Carload shipments of salt attaim*<l a much greater 
uniformity after 1022 than tluw had in the two years 
preceding. The change following 1022 was not a con- 

Tiie Flow of Shipments of Si oah and Salt 

(AveraRC percentage deviation of monthly or quarterly Hhipiiients 
from the arithmetic mean for the given calendar year) 

I. Sl <JAR n. SALT 



sistent trend. The flow of shipments was as stable in 
1023 as in lt)27, though soim^what h^ss stable in the 
intervening velars. It is interesting to observe the wide 
flucttiations in the flow of this product, which has been 
the classic example of non-elastic demand and which 
because of this alleged characteristic might he supposed 
to flow through trade with little variation from year 
to year. 

While no single statement adetiuately describes all 
the trends of shipments in canned foods, there is a defi¬ 
nite tendency toward stability. If we examine carload 
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shipmonts of all kinds of caiinod goods, we find rapidly 
ineroasing stability since 1925. (See chart on this 
page.) Shipments were more stable in 1927 than in any 
year sinec* 1929. The period before 1925 shows an almost 
steady iiKToase in irregularity. This general view, 
liowev(‘i\ is not sufficient evideiiee of the movement of 
(*anii(‘rs' output. Including as it do(*s only carloads, the 
increasing numlKT of .small shipments is not in the 
pictur(‘. .Moreov(‘r, carload shijmients necessarily in¬ 
clude such shipments from wholesalers. 

Thk Flow of C'ahi.oM) Shipmknts of Au. Kinds of Canned Goods. 

I<r20-1927 

(.\v('raK<‘ jKiTontage dovialiou of quarterly shipments from the 
arithmetic mean for the jiiven calendar year) 



While a more detailed study of six different classes 
of canned foods shows certain uniformities in the ship¬ 
ments of canned corn, peas, tomatoes, fruit, and salmon, 
and of the manufactured jiroduets examined, there are 
also significant differences." 

“The data u.sod for all of these commodities, excepting the 
manufactured food products, the spot sales of canners. They 
could, therefore, witli propriety, l)e used to sliow either the flow 
of goods or the flow of onlers, exclusive of futures. They must 
not be interpretetl as showing all shipments, as shipments to follow 
future ortlers are not ineluded. The data were obtaimnl frtim mem¬ 
bers of the National Gunners Association. 
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Spot sales of canned corn have been considerably more 
evenly distributed since 1920 than before. (See chart 
on page 315.) The evidence shows this to be true 
whether we consider the history of all the companies 
reporting or that of selected groups of companies. The 
group including all reporting companies shows great 
instability in the period 1914 to 1917. Monthly ship¬ 
ments for these years show large sah*s during the fall, 
usually at a peak in September or October, with no 
sales, or practically nom‘, from January to July or 
August. From 1917 to 1922 spot sales show a con¬ 
tinually increasing stability. In fact, 1922 shows the 
least deviation of any y(*ar of the 14 years considered. 
A study of the monthly shipimmts of these years shows 
that the marked seasonal movement had largely dis¬ 
appeared. S|x>t sales were Indiig made in every month, 
and for some of these years a large (piantity of goods 
was sold in each month from January to July. Spot 
sales appeared to be definitidy on a hand-to-inouth basis. 
After 1922 the seasonal movement became increasingly 
more pronounced, resulting in greater instability of 
trade in 1925 than in any ycrnr from lt>21 to 1927. In 
1926 and 1927 shipments were again relatively stable. 

A study of a four-company group and a seven-corn 
pany group shows similar conditions from year to year. 
The four-company group, how^ever, showed little change 
in the period 1923 to 1927. Sales of these later years, 
though more stable than before 1921, were considerably 
less regular than in either 1921 or 1922. 

A study of one very large corn canning company 
(Company 42), whose history goes back through 1911, 
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shows that prior to 1921 marked seasonality was the 
customary thing in spot sales. Indeed, for many years, 
for this company the entire season for spot selling was 
concentrated in one or two months in the fall. The 
change in this company's experience is very much like 
that se(m in the all company chart, seasonality being 
greatly modified in the post-depression years. Trade 
has iH^en somewhat less regular in 192() and 1927. In 
luith of these years, however, the peak of s(*asonal sales 
came in the spring rather than in the customary fall 
months. This company’s history shows a ]>eriod during 
1915 and the first half of 19 19 which is v(‘rv much like 
the years 1921 to 1924. Spot sales were spread through 
the year, iKung higlnu* ind<*o<I in March, 1919, than in 
any of the summer or fall mouths of 1915, and Iniing 
higher in Kebruary and .\])ril of 1915 than in any of 
the fall months of 1911. 

The spot sales (d canm^d [)(*as have? lH‘come more 
evenly distribut<Ml through the year since 1923. (See 
chart on page »415.) (iroups of five compani(*s reporting 
since 1923 and of all companies reporting since 1921 
show a similar improvement. In l)oth cases 1927 shows 
slightly less stability than 1929. An examination of the 
shipments by months shows that the extensive sales 
made typically in July and August in earlier years 
have disappeared in large measure beginning with 1925. 
Taking the experience of all companies together, the 
evidence .shows that the lu^aviest spot .sales have l>een 
shifting from the fall to the spring. The spot sales of 
peas by (’ompany 42 show quite different year-to-year 
changes. The sales of 1927 are more stable than those 
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of any other year, but the live preceding years show no 
particular improvement when compared to an average 
of the eleven years 1011-1921. Taking the whole 17 
years into consideration, tliere is evidence of at least 
two periods wlien a tr(*nd toward nniforniity of sales 
was under way. One of these ended in 191G and the 
other in 1910 and 1920. 

Seasonality disappeared in spot sales of canned toma¬ 
toes in 1927. (See chart on i)age 315.) The low devia¬ 
tion reflects the fact that sah‘s ran smoothly through 
the year. From 1925 on, the variations are slight in the 
group including all companies. The three-company 
group considered did not attain the new stability until 
1927. 

The spot sales of tomato canning Company 35, which 
reports for 21 years l>eginning with 1907, show quite 
different year-to-year variations than do the sales of 
groups of companies. The most interesting fact re¬ 
vealed by this company’s history is that the conditions 
<liscussed above are by no means limited to the last six 
or seven years. This company has passed through 
several cycles with respect to its spot sales, with high 
points in 1907, 1912, 19IS and 1919, and 1925. Hut the 
longest series of years of noticeable stability is the 
series from 1908 through 1911. The year 1909 shows 
the lowest deviation of any year studied. A study of 
the monthly sales shows that this situation two devades 
ago was exactly like the one disemssed above for recent 
years. Heavy sales of the fall months were in those 
years shifted and in considerable measure shifte<l into 
the spring. 
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The Flow of Shipments of Canned Fruit 

(Average percentage deviation of monthly spot sales from the 
arithmetic mean for the given calendar year) 


II. PKAfllHe. KIVK 111. PK.iK8, KIVK 

I. ALL RFPORTIXt: FKI IT CAXNKKM OWVKRH C\XXKR8 



The Flow of Shipments of Canned Salmon 

(Average percentage deviation of monthly shipments or spot sales 
from the arithmetic mean for the given calendar year) 

I. all reporting 

companies ir. company 44 iii. company 43 
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A study of the detailed data also shows that since 
1919, with the exception of 1924, the heavy spot 
buying has been done in the spring months, which is a 
complete shift from the high peaks of spot selling in 
the fall in earlier years. Thus, even though the 
seasonal movement was rather marked for this com¬ 
pany from 1923 to 1925, as is shown by the compar¬ 
atively high deviations, the season was then a spring 
rather than a fall season. 

Sales of canned fruit have been steadily increasing 
in stability since 1923.“ (See chart on page 318.) That 
the trend is not ecpially marked in every type of canned 
fruit sales is shown by the record of five peach canning 
companies and five pear canning companies for a scries 
of three years respectively. The year 1927, however, in 
each of these cases, as in the case of all fruit combined, 
shows the most stable' business. 

Canned salmon packers found business increasingly 
stable through the period 1925-1927 but less stable in 
1928 than in any earlier year studied.** (See chart on 
page 318.) In 1927 the uniformity of shipments was 
only slightly bett(*r than it had been in 1923. 

The spot sales of two large salmon canning companies 
show no striking resemblance to the movement of total 
shipments. In both cases 1927 is a year of more stable 

“This includes eleven companies, of which five can peaches, 
seven pears, two pineapples, two cherries, and two berries. 

“These data, representing practically the entire pack of United 
States and Alaska, cover all shipments for the year rather than 
spot sales as is the case in the discussions above. 
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sales than 192C. One of these companies (Company 43) 
shows comparatively little variation from 1022 through 
1027, except for an extreme change in 1020. A study 
of the monthly shi})meiits of this company in 192G 
shows that the cause was a lack of tin* spring l)usiness 
which had heen cnstomarv during tin* preceding years. 
Huying was apparently postponed, as its fall sales were 
unusually high. 

Shipments fhom One Canned-Food MANCFACTCRt:* 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 

I. rOKK AND BE\NS II. SPAiiHKTTI 



Of two products sold by a canned food nianufaidurer, 
one shows a trend toward stability of ilow. (See chart 
on this page.) The other product shows variation but 
no trend. Specifically, this manufacturer, or his cus¬ 
tomers, are making jmrchase and sah* of canned spa 
ghetti an increasingly continuous rather than seasonal 
matter. This is not true for canned pork and beans sold 
by the same manufacturer. Tlic year of most stable 
sales of spagludti by thi.s company was 1027. Sta¬ 
bility in tlie sale of pork and Innins was at its l)eat in 
1025, a record which was closely approached in 102)1. 
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VI. BUILDING MATERIALS 

It has been possible to study the flow of shipments 
of buildinf!^ materials from five samples of the building 
industry: oak flooring, southern pine, Portland cement, 
common brick, face brick, enameled ware baths.” 

The Flow of Shipments of Building Materials 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 

II. KorTlIKRS* 

1. OAK FLOORING YKLI.OW III. PORTLAND CEMF..\T 

PINB 




IIRICK V. PACK RRICK VI. KNAMKLFD WARB HATH8 



For a period of several years preteding lOJi) the flow 
of shipments in the huilding trade was becoming more 


*• Data are shipments of Oi\k flooring (in board feet), represent¬ 
ing about 90 per cent of the industry, as reported by the Oak 
Flooring Manufacturers’ Association; of southern pine (in board 
feet), compiled by the Southern Pine Association; of Portland 
cement (in barrels), complete reports compiled by the U. S. De¬ 
partment of Commerce, Bureau of Mines; of common brick (in 
number of bricks), representing 30 per cent of the industry, com¬ 
piled by the Common Brick Manufacturers’ Association of Amer¬ 
ica; of face brick (in number of bricks), the reports of 70 firms, 
compiled by the American Face Brick Association; of enamele<l 
ware baths (number of pieces), complete reports compiled by the 
U. S. Department of Commerce, Bureau of the Census. 

22 
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irregular, (See chart on page 321.) This increasing 
irregularity was found to some extent in every sample 
studied with the exception of face brick. The period at 
which this tendency began varied somewhat with the 
commodity. Enameled ware baths show an unbroken 
trend from 1923 through 1928; common brick only 
from 1926 through 1928. Prior to this movement for 
decreasing regularity there had been a significant im¬ 
provement for a numlx^r of years in every commodity 
which data make it possible to examine. 

There are two commodities for which there is an 
opportunity to study the fluctuations before our entrance 
into the war. In the case of Portland cement data begin 
with 1915. Trade was more regular in each of the 
years 1915, 1916, and 1917 than in any of the eleven 
years which followed, except in 1923. For oak flooring 
it is possible to study trade movements for 20 years. As 
the chart shows clearly enough, the pre-war period is 
entirely comparable to the period following 1921. There 
is a series of five years from 1917 to 1921 which is 
distinctly abnormal.” It would seem difficult to find 
a case to which the phrase a return to normalcy,” 
following the depression of 1921, could be more aptly 
applied. 

Certain relationships between changes of the regu¬ 
larity of the flow of trade and the increase and decrease 
of the volume of trade are worth considering. In 
general, in the building industry there was a period of 
expansion, as judged by increase of shipments, which 
was most noticeable between the beginning of 1921 and 
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the end of 1925. In some cases the change in volume 
lasted a year longer or began slightly earlier or later. 
In the case of Portland cement the expansion of trade 
continued steadily through 1928. This, however, might 
be expected regardless of the building industry, as 
road building increased through those years. For 
a number of the commodities studied, the improvement 
in the stabilization of trade following 1921 came at the 
same time that volume was increasing. This was no¬ 
ticeably true in the case of Southern pine, of oak floor¬ 
ing, and of common brick. ^lore instability appeared 
as shipments began to decrease. Examples are: enam¬ 
eled ware baths, oak flooring, and southern pine: The 
conclusion would not be justified, however, that trade 
becomes more steady in building materials during eras 
of expansion, because for face brick and Portland cement 
the flow of trade became more irregular during a con 
siderable series of years, while volume was expanding 
rapidly. 

VII. BITUMINOUS COAL 

The variations in the regularity of shipments of 
bituminous coal from mines for a series of 24 years, 
beginning with 1905, may he seen in the, chart on 
page 324.** 

Shipments of bituminous coal were more seasonal in 
the four years following 1928 than for any other series 

*• Shipments and production are practically identical, although 
the data are total shipments from mines (in tons) as compiled by 
the U. S. Department of Commerce, Bureau of Mines. Eiarly data 
were taken from Hardy and Cox, Forecasting Business Conditions, 
p. 317. 
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of four years in the record, (This statement disregards 
the record of 1022.) In the long series, certain years, 
particularly 1919 and 1922, show the greatest variation 
from regularity of production. These years, however, 
were marked by strikes, that of 1922 being of particular 
severity. From 1908 until the outbreak of the war in 
Europe there was an almost continuous trend toward 
greater stability in bituminous coal output. Although the 
depression of 1914 and 1915 caused some disruption 
in the regularity of the industry, improvement followed, 
so that 1917 was the most regular year of the series. 


The Flow of Shipments of Bm minoi s Coal, 1905-1928 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 

I 




The increased instability sine(‘ 1923 (which was a year 
of remarkably uniform production) setuus to l)e due 
.solely to seasonal influenct*. The three ytairs 1924-192() 
show almost identical peretmtages of output in corre¬ 
sponding months. In 1927, however, as an analysis of 
monthly data shows, something different occurred. The 
output in the early months of the year was higher than 
for several years, possibly because of strike prospects. 
The usual drop occurred in the summer, but there was 
no increase in output in the autumn corresponding 
to that which customarily occurred l)efore 1927. The 
shipments were low in the spring of 1928, corresponding 
to the fall of 1927. There was an improvement in the 
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The Flow of Shipments of Unclassified Manufactubes 

(Average percentage deviation of monthly or quarterly shipments 
from the arithmetic mean for the given calendar year) 
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fall of 1928, but the sc^ason was not as pronounced as in 
several earlier years. 

VIII. TEN UNCLASSIFIED MANUFACTURES 

The trade movement of gasoline, pneumatic tires, 
automobiles and auto-trucks, agricultural machinery, 
electric washing machines, industrial pumps, furniture, 
rubber heels, hides and leather, and cottonseed, all of 
which are important products, are discussed in this 
miscellaneous group.” 

An improved stability is noticeable in a majority of 
these industries. (See chart on page 325.) Of none is 
this more true than of gasoline, wdiere from 1919 
through 1928 the trend is steadily toward regularity. 
A slightly greater irregularity occurred in 1927. During 
all of this period the consumption of gasoline has been 
increasing rapidly, expanding from a consumption of 

Data are shipments of gasoline from refineries (“ consump¬ 
tion/* in barrels), compiled by the U. S. Department of Com¬ 
merce, Bureau of Mines, published (1917-1923) in Standard Daily 
Trade Service of January 21, 1924; domestic shipments of pneu¬ 
matic tires (in number of tires) representing about 75 per cent 
of the industry, compiled by the Rubber Association of America; 
carload shipments of hides and leather (in tons) originating on 
Class I steam railways; shipments of agricultural machinery and 
equipment, representing 80 !)er cent of the industry, compiled by 
the Federal Reserve Bank of Chicago; shipments of electric wash¬ 
ing machines (in number of machines), compiled by the American 
liV^hing Machine Association; shipments of steam, powCT, and 
centrifugal pumps (in dollars), representing about two-thirds of 
the industry, compiled by the Hydraulic Society; sales of furni¬ 
ture, furnished by one furniture manufacturers* association; ship¬ 
ments of rubber heels to domestic shoe manufacturers (in pairs) 
r^resenting about 70 per cent of the industry, reported by the 
Rubber AMociation of America; and cottonseed consumption 
(*^crurfi**) by mills (in tons), representing the entire industry as 
compiled by the U. 8. Department of Commerce, Bureau of the 
Census. 
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about 82 million barrels in 1919 to over 325 million in 
1928. The improved stability is easier to account for in 
this than in many industries, being undoubtedly due 
to a tendency to use automobiles both for pleasure and 
business purposes more regularly through the year. 
Quarterly carload shipments of automobiles and auto¬ 
trucks increased in stability from 1921 to 1926, if 1923 
is not considered. This year, however, shows more reg¬ 
ular shipments than any other year of the series. The 
improved stability in the shipments of these products 
is in line with the general idea that automobiles are 
securing a more year round use. The trend is also in 
line with the greater uniformity of gasoline consump¬ 
tion just discussed. 

A very marked tendency toward stabilization is 
observable from 1920 through 1926 in the shipments of 
electric washing machines by manufacturers. From 
1926 through 1928 the tendency seems to be away from 
stability. Since 1921 sales in this industry have been 
expanding rapidly. This, like shipments of gasoline 
and some other commodities referred to, is a striking 
case of improved stability with increasing shipments. 

One large furniture manufacturers’ association, 
steadily improving the stability of its business from 
1920 to 1926, attained in the latter year a uniformity, 
of trade materially greater than anything reached in 
the seven preceding years. In 1927, however, shipments 
were much more irregular.” 

*• DatA for “ Household Furniture and Case Goods/’ compiled 
by the Survey o/ Crirrent Business, covering the reports of three 
associations, show an improvement in stability from 1921 to 1923 
but considerable variation in regularity since that time. 
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The quarterly carload shipments of hides and leather 
have been increasing in regularity since 1924. This was 
preceded by a shorter but more rapid trend toward 
greater stability from 1020 to 1922. The deviation in 
1927, which is the year of smoothest flow, is less than 
one-third as great as that of 1920. 

Manufacturers’ shipments of industrial pumps have 
shown a much greater stability since 1921, but there 
has been no significant trend during these seven years. 

Others of these unclassified industries show no dis¬ 
cernible trend. Shipmont.s of rubber heels show very 
little change in stability.” Tin* movement is seasonal, 
with late spring or summer usually the low months. 
Apparent consumption of cottons(*ed by mills was some¬ 
what more stable in 1927 than in (‘ither 1'925 or 1929, 
but much less stable in 192S than in any of these thn^e 
years. The period cover(‘d in both of these* eas(*s is too 
brief to permit important conclusions. 

Shipments of pneumatic tires Ix^carne s(*asonal in the 
years 1925-1928, following a rapid gain in stability for 
several earlier years.** From Octoln^r, 1921, until 
September, 1925, a spring dating plan, in effect protect 
ing dealers against price change’s, was in operation. 
This was undoubtedly of great significance in the 
stabilization of trade during that period. A revival of 
the spring dating system just prior to 1927 appears 

**The?fle are shipments of rubber heel manufacturers to domestic 
shoe manufactur(*rs and do not include shipments to the repair 
trade, which are about one-third of the total. 

“Data are manufacturers’ shipments to purchasers. Shipments 
to warehouses, to branches, or on a consignment basis are not 
included. 
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also to he reflected in the improved stability of the latter 
year. 

Manufacturers’ shipments of agricultural implements 
were less regular in 11)26, 1927, and 1928 than in any 
of the three years preceding. A study of the monthly 
shipments of this commodity indicates that the greater 
irregularity has been due to an improving business, 
which, being seasonal in character, has caused a greater 
deviation from stable trade. 

IX. TWO PERVASIVE SERVICES 

The flow into trade of certain services is as significant 
an indication of stability, or the reverse, as the flow 
of tangible goods. Two examples, chosen because of 
their extent and pervasive character, are advertising 
and railway transportation. Advertising has become 
the tool of almost every form of business. Our railway 
system is by far the largest service-manufacturing plant 
in the country. We have no other piece of physical 
capital of comparable value devoted to a single purpose. 
There is no industry in which the stability of the flow 
of service rendered is so significant. Considering only 
freight and omitting from consideration the relative 
value of carrying freight of various types, the service 
rendered is the net ton-miles of freight carried, both 
revenue and non-revenue. The stability of flow of this 
service into the market can be measured in the same 
way that the stability of flow of any tangible product 
can be measured.** The numlx'r of lines of advertising 

“ Data on net ton-miles are reported in Monthly Reports of the 
Interstate Commerce Commission, ** Freight and Passenger Ser¬ 
vice Operating Statistics of Class I Steam Railways in the United 
States.^’ 
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carried from month to month furnish a basis for measur¬ 
ing advertising.” 

What of the stability of the flow of services in these 
two industries? (See chart on this page.) ^lagazine 
advertising is an extremely seasonal activity with high 
points in April or May or both and in October or Novem¬ 
ber or lK)th, and low points in January and August. 
Over a period of nine years, 1020-1028, there appears 
to be no change in these seasons. Xor has there been 

The Flow or Advektising and Railway Tilansportation Services 

(Average percentage deviation of monthly data from the arithmetic 
mean for the given calendar year)“ 


II. UMI.W.W. TON MILKS OK RKVKJIUB 
I. \DVKKTI8IN’0 AND NOy-RKVKNl’K PBRIOMT CARRIKD 



• For dejjcription and yourcey of data Bve footnotes 21 on page 
329 and 22 on page 330. 


much change in the regularity through the year. The 
year 1921 is the most stable of the series. The years 
since 1921 have varied slightly among themselves and 
all show a .«omevvhat greater irregularity than either 
1920 or 1921. 

The railways of the country have in every year since 
1922 found a more stabilized use for their services (as 
measured by ton-miles of freight carried) than in any 

* Data on the number of agate Hnea of advert ising carried in 60 
leading magazines are compiled by Priniefs Ink, 



THE FLOW OF GOODS 


331 


earlier year studied. (The period studied was 1917- 
1928.) The year of greatest irregularity of service was 
1922. There has not been a trend toward improvement 
since that year. Rather, 1923 brought a very marked 
betterment; and although no year since has equalled 
the record of 1923, all give evidence of the new regu 
larity already indicated. The last year of the series, 
1927, shows a regularity in the use of railroad service 
greater than that for any other of the eleven years 
studied excepting 1923. 

The flow of our national trade has been tending to¬ 
ward a greater stabilization during the last seven or 
eight years. A survey of the conclusions reached for 
each industry which was studied shows in a great 
majority of cases that stability has been growing. 
Important in the evidence is the improvement in the 
stability of the flow of railroad service. But the excep¬ 
tions to this conclusion, as well as the conformities to 
it, are significant. Certain industries are less stable 
than they were. Where stability has been gaining, it 
has not covered the same years in all cases; and in some 
instances where strongly marked, has been sharply in¬ 
terrupted, In a few^ industries the last year or two have 
shown a trend contrary to the tendency which had been 
in progress for a series of years. 



CHAPTER XVII 


THE FLOW OF GOODS: ON TO 
THE CONSUMER 

Leaving the hands of miners, lumbermen, manufac¬ 
turers, farmers, or others concerned with what may be 
called the earlier tasks of j>roduction, goods arc moved 
on toward the consumer, chietly through the operations 
of wholesalers and retailers. What has b(*(‘n happen¬ 
ing to the flow of goods in this stage of production ? 
lias there been a gain in stability of trade or a greater 
irregularity ? * 

I. WHOLESALERS’ SHIPMENTS 

Figures compiled by the Research Division of the 
Federal Reserve Board make it possible to study the 
sales of a considerable numlKU* of wholesale lines.* To 
determine the stability of trade from year to year for 
a series of ten years beginning in 1919, data in the fol- 

* For method of meiisurinia; stability sec explanation on page 280. 

’Federal Reserve Bulletim refer to them us wholesale sales. An 
inquiry to each of the Federal Reserve Districts reporting, how¬ 
ever, discloses that in eight cases—which include Boston, New 
York, and Chicago—it is snipments which are reported. In one or 
two cases it is believed that orders received rather than shipments 
are reported by the individual firms, and in at least two cases un¬ 
certainty was expressed as to what interpretation was given to the 
term, together with the belief that both shipments and orders were 
to some extent represented. It seems safe to conclude that the data 
are typically shipments with some alloy of orders. Data are pub¬ 
lished in the Survey of Current Business. 
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lowing wholesale fields have been examined: wholesale 
dry goods, women’s clothing, men’s clothing, wholesale 
hardware, wholesale drugs. The monthly sales of a con¬ 
siderable number of individual wholesalers have also 
been obtained. 

Thb Fix)w of Whoi.esale21.s' Shipments 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 

II. women’s 


I. DRY GOODS CLOTHING III. MEN’s CIjOTHING 



rv. QROCERHIS V. 1I.\KDW.\RE VI. DRUGS 



Wholesalers shipments show much less variation 
from year to year over the last ten years than do manu¬ 
facturers' shipments. (See chart on this page.) While 
the flow of goods in wholesale trades has shown in some 
instances tendencies toward stability and in others 
trends away from stability, sharp changes or strongly 
contrasting sets of years arc much less in evidence than 
in the flow of goods from manufacturers. Comparing 
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Shipments of Individual Wholesale Grocebs 

(Average percentage deviation of monthly shipments from the 
arithmetic mean for the given calendar year) 
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Shipments to Two Deiwrtment Stores 

(Averagi* percentage deviation of monthly shipments from the 
arithmetic mean for the given calemlar year) 
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one wholesale trade with another, trends are at some 
variance. In by no means all wholesaling was there an 
increase in stability immediately following 1921. In 
the shipments of men’s clothing, for example, the trend 
was steadily toward less stability from 1922 through 
1928. In the women’s clothing trade, business was less 
stable in 1922 than in 1921. The same was true of ship¬ 
ments of dry goods, groceries, and hardware. 

If we consider only the period since 1921 there is 
improved stabilization of the shipments of women’s 
clothing, 1922-1927, and of hardware, 1922-1926. The 
flow of shipments has tomled to become less stable in 
men's clothing, 1022-1928; in wholesale drugs, 1924- 
1927; and in wholesale dry goo<ls, 1925-1928. Although 
there are slight variations from year to year, no trend 
is discernible in shipments of wholesale groceries.* 

II. TO THE CONSUMER 

The flow of goods to consumers is represented by the 
sales of department stores; of mail order houses; of 
chain restaurants; and of chain stores selling groceries, 
wearing apparel, shoes, cigars, musical goods, candy, 
drugs, and live and ten cent articles.* 

•The shipments of a number of individual wholesale grocers 
have been obtained nnd deviations computed. Companies B, C, 
and D correspond to Companies 4. 3. and 5, respectively, referred 
to on pp. 174-177. Companies A, B. and D correspond to the 
Missouri, Pennsylvania, and New York wholesjilers, respectively, 
discussed on pp. 170-174. Deviations have also been computed 
for the purchases of a varied of commodities by two large Wash¬ 
ington department stores. These may be examined in charts on 
p. 334. 

•Data are sales of about 560 department stores located in 250 
different cities, of four large mail order houses, of 34 pp*ocery chains, 
of four candy chains, of 13 drug chains, of four cigar chains, ol 
14 ten-cent chains, of seven shoe chains, of four music chains, of 
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A persistent repetition in the time distribution of his 
purchases is the most striking feature of the consumer s 
buying, (See charts on pages 337 and 340.) In certain 
cases consumer buying is highly seasonal, but the seas¬ 
ons hold from year to year with a remarkable fixity. 
The grip of habit on the consumer is most impressive in 
his dealings with department stores; perhaps least so in 
his mail order house buying. The impress of custom 
in time of buying is also marked in the consumer’s 
patronage of chain stores, but there is considerable vari¬ 
ation among the several types of chains. 

In five of the ten chain store series studied (wearing 
apparel, groceries, candy, five and ten, and (’hilds res¬ 
taurant) there is a slight variation in stability from year 
to year, but no long trends and no one period signifi¬ 
cantly different from any other. Two chains, however, 
(candy, and five and ten) do show a short trend toward 
stability from 1926 through ll)2s. Also, the sah*s of gro¬ 
cery and Childs restaurant shain store's were more stable 
during the last three years of the seri(*s than in any 
earlier three-year pcu’iod. In all of tli(‘se case's the' most 
noticf'able fact is that in one year the flow of trade is 
about as stable as in another. 

Shoe store sales were noticeably more stable from 1925 
through 1028 than in any earlie*r pe‘riod. In the easels of 
drug, cigar, and J. C. Penney chains there is a slight 
trend toward less stability from 1021 to 1025, with 1024 

five apparel chains, of Chikls Company chain restaurants, and of 
J. C. Penney Company chain clothing stores, compiled by the 
Federal Reserve Board, r>ivision of Research and 8t4itistici» and 
puhliiiied in the Survey of Current BtmneMM. Hears, Roebuck and 
Company furnished figures of their sales beginning with 1910. 
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somewhat out of line. The increase of notions” lines 
rather than a change of buyers’ habits probably accounts 


Chain Store Sales to Consumers, 1919-1928 

(Average j)t?rcontagc clev'iation of monthly sales from the arith¬ 
metic mean for the given calendar year) 


I. CHAIN CROUPS 
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A. Childs Company 
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for this in the case of drug store chains. Again the lack 
of change in stability from year to year is more striking 
than are such changes us do exist. 
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Chains of stores selling musical goods enjoyed a con¬ 
siderable and continuous improvement in uniformity of 
sales from 1922 through 1927. There seems to have 
been an increase in the importance of the spring season, 
while the fall season showed little change. Apparently 
our time of consumption is more variable for music than 
for many other goods. This is the only case in \vhich 
chain store sales show for a period of more than three 
years any considerable trend in their degree of stability. 

There is much difference in stability of sales among 
these chains. Sales of Childs restaurants arc most 
smooth, with only a slight deviation from a regular flow. 
This is as might be expected. But a study of the monthly 
sales of this provider shows a snprising seasonality. The 
fact that this restaurant chain has lower sales in Feb¬ 
ruary than in either January or March in each of nine 
consecutive years is probably due to there being fewer 
days in February. But why has there been a larger pat¬ 
ronage of this restaurant in August every year than in 
July? While the rise in sales in December may be ac¬ 
counted for by Childs^ Christmas dinners, why is it that 
September sales are usually higher and never lower than 
those of November, which includes Thanksgiving Day ? 

The next most uniform flow of goods to consumers is 
through the grocery chains, in which no regular seasonal 
movement can be discerned. Drug chain sales are next 
in stability, but there is a sharp jump in sales every year 
in December, reflecting, no doubt, the department store 
character of drug stores rather than a general increase 
of illness. The fact that sales are low in January and 
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February is undoubtedly related to the same character¬ 
istic of ‘‘ drug stores rather than to improved well¬ 
being in those months. The greatest variation from uni¬ 
form sales, in any of these chain stores, is found in the 
operations of women’s apparel chains. 

The most noticeable feature of department store sales 
is the regular irregularity which occurs from year to 
year. The seasonal movement is pronounced, with an 
extreme high every year in December and a secondary 
peak in the spring months of March, April, and May, 
with the high most oomnionlv in ^fay. The December 
peak is almost tw'ice as high as that in the spring. The 
lows are in February and July, with July commonly the 
lower of the two. These variations occur with surprising 
regularity from year to year. The chart picturing devi¬ 
ation (page 340) in each of ten years shows no striking 
trends or differences among the years. There is, how¬ 
ever, a slight tendency toward stability from 1925 
through 1923. The years 1920 and 1921 were those of 
the smoothesf flow, but an examination of the monthly 
sales suggests that the reasons 'were not the same for each 
year. The smoothness of the 1920 flow was considerably 
influenced by the fact that late summer sales held up 
strongly; in 1921 the most marked influence was the 
lowness of both spring and December peaks. The con¬ 
tinuance of the sharp December peak throughout the 
period indicates that the consumer is still doing his de¬ 
partment store Christmas shopping on a hand-to-mouth 
basis. Campaigns for shopping and mailing early have 
changed the seasonal action of department store sales 
little, it at all. 
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Mail order houses have achieved a somewhat greater 
imiformity of sales through the years sinee 1022. There 
was, however, a trend away from regularity in the pe¬ 
riod 1926-1928. The serious collapse of business in 1920 
and 1921 makes a comparison of these with the vigor¬ 
ously growing years which followed unwarranted. Sales 
are decidedly seasonal, with a spring peak almost invari¬ 
ably in Mareh and a higher one in the fall. Fall sales, 
however, have undergoiH*. in the ten years studied, a 


Department Store and Maii. Order Sai.es to ('onsi mers 

(Average percentage deviation of monthly salo; from the arith 
iTH‘tic mean for th<* given <’alen(lar y<'ar) 

I. D»;P.^KTMK.HT 11. HI. HK.^RS, ROKBt'CK, A.'iD 

STORE RjaEfl OBORHHols^s t oMl'iW 



very interesting change. Prior to P924, l)eeemlK»r sales 
were never as high as tlin.^e of either OctolKU* or Novem- 
l)er. Indeed, in c<*rrain years they were decidely lower. 
Apparently, mail order customers always did their 
Christmas shopping early. Hut lK‘ginning in li)24, 
Decembf^r sales took on a new significance, until in 
1926, in 1927, and in 1928 they were far ahead of those 
in either October or November. Either Christinas sales 
of mail order houses are expanding, or purchases of 
Christmas and other winter goods arc Inung postponed 
and done on a more hand-to-mouth basis. Not only the 
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steady improvenient of transportation; but the vigorous 
policy of filling orders more quickly as adopted by the 
larger mail order houses l(*nds color to the inference 
that consumers have changfMl tli(‘ir practices. Undoubt¬ 
edly th(* (‘stablishment of direct ontl(‘ts in many cities 
has a(ld(*d to this eliang(*d s<‘asonal movement; as it has 
made th(‘ mail ord(*r hous(‘s more nearly resemble <le- 
partment stores. 

A s(?cond change which has no doubt aided in smooth¬ 
ing the sales curve of mail order houses is the develop 
meiit of a new season. Beginning in 11^25, June sales 
began to advance over those of May. Prior to that time 
they were uniformly lower. In each year, 1925-1928, the 
June sales increased in relative importance, showing, 
in a monthly diagram of sales, a June peak, which in 
1928 had replaced Afaroh as the secondary one. Whether 
this is delayed buying of summer goods by consumers, 
or the development of more summer consumption, Ciin- 
not be stated, but the new situation has aided in sta¬ 
bilizing the flow of goods from mail order houses to 
consumers. 

A study of the sales of Sears, Roebuck and Company, 
for a period of 19 years, justifies the conclusion that the 
improved stability in the flow of mail order sales is real 
oven when compared with pre-war business. Here again 
there is an increase in instability from 1926 through 
1928. While there was a trend toward more uniformity 
from 1910 through 1914, there have been since 1922 
three years showing more stability than was ever before 
attained, and the average of the years 1922-1928 is 
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definitely lower than the lowest pre-war year. There 
were two pre-war years, 1915 and 1916, when this 
company’s December business behaved much as mail 
order house business has since 1924. In these years, 
December sales were higher than those in Octol)er or 
November, In 1928 the peak of sales in December was 
extremely high. 

The experiences of all these retail outlets make it 
clear that although the time distribution of consumers' 
purchases may be modified, such modification is not 
easy. The habit pattern is strong. In other words, con¬ 
sumer buying has retained throughout the period much 
the same degree of stability. While buying from certain 
outlets shows slight changes, and while an occasional 
year is out of line, in general the consumer from 1919 
through 1928 has spread his purchases in one year much 
as in another. 
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STABILIZATION OF STOCKS 

Have modern methods of buying and selling made it 
possible to increase the stability of stocks carried by 
society in its production activities? Stable stocks would 
make it possible to adjust warehouse space, the use of 
liquid capital, and the requirements of insurance, ac¬ 
curately and economically. If we have been able to 
stabilize stocks at the same time that stock burden has 
been lowered, the gain to industry generally is signifi 
cant indeed. In studying the stabilization of stocks, as 
in other aspects of this investigation, it is the situations 
of business men and industries that must be examined. 
As business is the chief producer for society, society 
can improve the stability of stocks carried chiefly 
through the improved stability of individual businesses. 
It follows that in this chapter, therefore, as in other 
cases, the evidence consists of samples from each of a 
number of industries. The industries represented by 
more than one sample are iron and steel, non-ferrous 
metals, textiles, building materials, and food products. 
Pneumatic tires, gasoline, hides and skins, leather, 
rubber heels, and cottonseed are considered without 
grouping.' 

^ Sources of the data will be indicated as each industry group is 
introduced. All data, except where otherwise specified, are pub¬ 
lished in the Survey of Current Business, The method for measur¬ 
ing the stability of stocks is the same as that used in the case of 
orders. For explanation, see p. 280. 
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I. IRON AND STEEL 

The four samples from the iron and steel industries 
are iron ore, merehant pi/]f iron, steel sheets, and steel 
barrels. 

Only ill the finished pnidiirls ran any tendency to 
wards more uniform storks nf iron and steel he observed. 
(See ehart on pa^re 345.) Kven h(*re tin* only definite 
(fourse is in steel sheets, wlier(‘ tin* tr(‘nd towards sta¬ 
bility from through lO'js is inarke^l and almost 

eontinuous. There is a slight tnnid toward more steady 
inventories for 8te<‘l barrels, 1025-1 lejs, but the series 
of years is too short to justify any positive statement.* 
Stocks of iron ore lM‘eanu* soin(‘what more uneven from 
1921 through 1920.’ In 1927 and ltt2S stocks were 
slightly more steady. The variation from a uniform 
quantity of stcxiks is much greater for this product than 
for steel sheets and barrels, du(‘ no doubt to the seasonal 
movement of ore through the Lakes. 

Stocks of merchant pig iron, as measured by the 
average pf^rcentage deviation, wen* very irregular during 

*Data arc total stocka (in tons) of MtcK?! .shcctti—black, blue, 
galvanized, and full finished—rompihHl by the National Associa¬ 
tion of Flat Rolled Steel Maniifactiirers, reprcMenting alrnoat all 
of the indeiiendent aheet ateel nuinufacturera; and total stocks 
(in number of barrels) of steel barrels compiled by the U. S. De¬ 
partment of Commerce, Bureau of the Censiis, from the reports of 
30 establishments. 

•These are the total stm-ks of iron on' held at furnaces and 
Lake FIrie docks. They are, therefore, h.h properly considered stores 
of raw materials as they are stocks of finished gooils. As the only 
stocks held at the mines, however, arc thow* produced by the under- 
f^ound mines during the winter, the distinction is without great 
significance in this case. Data are tons of stocks on hand at the 
of the month as compiled by the Lake Superior Iron Ore 
Association. 
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1922 and 1923/ It is doubtful, however, whether this 
type of measurement has much significance for those 
years, as during them sharp trends almost completely 
eliminated the seasonal movement which is observable 
ill oth(T years of the series. It is possible to draw the 
conclusion that stock stability was improving from 1919 
to 1924, if w(* do not consider 1922 and 1923. Positive 

Stability of STOf'Ks in thk Ikon and Steei. Indcstky 

(Average ptTcentage <l<*viation of inontlily data from arithmetic 
mc^an for indicate<I calcuidar year)" 


II. MtUtCHANT IV. STEEL 

I. IRON ORE no IRON III. STEEI. SHEETS B.ARREL8 



** For nature and sources of data see discu.ssion and footnotes in 
Section I of this chapter. 


conclusions from these data must be drawn with caution 
because of the significance of cyclical movements. 

On the whole, the evidence of iron and steel is some¬ 
what conflicting, with the weight of the data indicating 
some improvement in stability of stocks, particularly as 
the later stages of manufacturing are reached. 

* Data are stockt* of pig iron (in tons) held at merchant furnaces, 
compiled by the American Pig Iron Association and published in 
* Metals and Machineiy^ ” section of the Record Book of Bimness 
SfatMlics, representing about SO per cent of the production in 
strictly merchant furnaces. 
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II. NON,FERROUS METALS 

Zinc stocks at refineries, tin stocks at New York port 
warehouses, stocks of refined copper at refineries, and 
zinc ore stocks at Joplin district mines are the samples 
of stocks of non-ferrous metals that have been con¬ 
sidered.* 

In non-ferrous metals there is considerable evidence 
of improved stability of stocks sivee (See chart 

on page 347.) Stocks of refined zinc and copper (except 
1928) have shown an almost eontinnons improvement 
in stability during th(‘se years. (V)pper stocks in 1928, 
however, were more unstable than in any other year of 
the series 1919-1928. Data on copper stocks for the 
years 1909-1914, comparable from year to year but not 
comparable with the copper data from 1919 on, show 
an almost steady increase in tlie variation of stocks held. 
Stocks of tin have varied somewhat more than refined 
copper and zinc since 1922, l)eing relatively irregular 
in 1925 but showing a more even tonnage through three 
years following than for five years preceding. In this 
commodity a comparison can be made among years as 
far back as 1909, The year of most stable stocks in the 
entire 20-year series is 1909. The years 1910 and 1911, 
however, show considerable irregularity. The general 

•Data are stocks at refineries (in tons) of total primary sine, 
at the end of the month, from American Zinc Institute; stocks of 
tin (in tons) at port warehouses in New York from the New York 
Metal Exchange; stocks of refined copper (in tons) 1909-1914, com¬ 
piled by the American Copper Proaucers’ Association, represent¬ 
ing domestic conditions, and 191^1928, compiled by the American 
Bureau of Metal Statistics, representing the holdings of twelve 
refineries in North and South America; sine ore stocks (in tons) 
at Joplin district mines from the Joplin Olobe, 
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Stability of Stocks of Non-Febrous Metals 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated calendar year)® 


I. ZINC, AT RKPINKHIKS 


II. TlX, AT POUT WAREMOI BES OF XK.W YORK 



III. ( OPPKK. A I UKUVUtll S 


T\vt*U«* KofiiuTi**'' HI 
North utid South 
America 



IV. ZINC OHK, JOPI.IN 
OISTRH T MINKS 



** For nature and sources of data see discussion and footnotes in 
St'ction II of this Chapter. 



348 


HAND-TO-MOUTH BUYING 


average of stability before 1017 is not materially dif¬ 
ferent from the average sine(» 1021 or 1022 but shows 
somewhat less regularity. The extremely great devia¬ 
tion in 1010 has little to do witli ordinary business 
mov(»ments. 1'here wove j)raeti(*ally n<» stocks of tin held 
during the first s(‘Vt‘n months of tin* y<*ar, a eonsiderabh^ 
(juantity during »Iidy ami Aiigust, but a far larger 
amount in SepttmilH*!* than for any other single month 
for the entire s«u-i(‘s of y(‘ars. It is a most striking ease 
of rapid accunudation of invcmtories. 

Stocks of zinc ore at mines became increasingly 
regular from 1023 through 1028, except that they were 
somewhat more irregular in 1021 than in 1025 or 1926. 
This is an interesting contrast to the fact that stocks of 
refined zinc iK^came increasingly more stable during 
the same period exc('pt that they were more stable in 
1024 than in 1025. 

III. MANUFACTURERS’ STOCKS OF TEXTILES 

Textiles are represented by rayon, raw silk, raw 
cotton, fini.shed cotton g(MHls, work clothing, and hosiery.* 

Variatiom among the samples make any generaliza¬ 
tion of sfahilify of textile stocks unjustified, (See chart 

• Data are pounds of rayon stocks in bondtxl warehouses, bales of 
cotton held at domcj<tic mills and warehouses, stocks of work 
clothing (number of garments, reported by 158 establishments), 
and pairs of hose (reported by about 44 per cent of the industry), 
all compiled by the U. 8. Department of Commerce, Bureau of 
the Census; bales of raw silk at manufacturing plants, computed 
from data reiK)rted by the Silk Association of America, covering 
from 35 to 60 per cent of the industry; and cases of finished cotton 
goods as compiled by the National Association of Finishers of 
Cotton Fabrics, covering work done outside of regular textile mills. 



Stocks OF Rayon in Bonded Warehouses, January, 1912-Db<;smber, 1928, by Months 
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on page 351,) It may be well to look first at the varia¬ 
tions in stocks of rayon held in bonded customs ware¬ 
houses, These stocks show very little seasonal move¬ 
ment and have varied so greatly from year to year that 
it is doubtful whether the measurement by deviations 
has great significance. Growth and violent fluctuations, 
especially since 1920, have been marked characteristics 
of stocks in this industry. (Sec chart on page 349.) 

If data for only the years 1921-1925 were available, 
one would be inclined to say that manufacturers had 
improved the stability of their stocks of raw silk. In 
1926, however, the stocks were extremely high in the 
early months of the year and dropped rapidly through 
July, then rose moderately, resulting in a great varia¬ 
tion for the year. In the period 1926-1928 the stocks 
of raw silk manufacturers increased rapidly in stability 
so that they were almost as stable in 1928 as in 1925, 
which was their moat stable year. 

If we examine the stocks of raw cotton held by mills 
and in public storage, an increasing instability from 
1920-21 through 1924-25 is very striking.^ Improve¬ 
ment was made in the last three years. There was a 
steady improvement in the stability of cotton stocks 
from 1913-14 until 1920-21. A study of the more de¬ 
tailed data suggests that when cotton stocks tend to 
increase for a series of years there is an increase in the 
stability of the stocks held, and that the reverse is true. 
The period 1920-21 through 1923-24 furnishes a strik- 

*The crop year beginning August 1 and ending July 31, rather 
than the calendar year, was used for raw cotton. 
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Stability op Stocks in the Textile Industry 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated calendar year)® 
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® For nature and sources of data see discussion and footnotes in 
Section III of this chapter. 
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iug illustration of declining stocks and declining sta¬ 
bility. 

Stocks of cotton cloth held by manufacturers have 
Ix^en about as stable in one year as in another during the 
post-depression period. The year of greatest instability 
was 1921; this irregularity was caused by a rapid rise in 
stocks held in the latter half of the year. Tn 1922 there 
was practically no deviation in stocks on hand. Since 
1923 cotton manufacturers have been lowering their 
stocks but retaining the .stability indicated earlier. 

The stability of manufaetun‘rs' finished stocks of 
both work clothing and hosiery has varied little from 
year to y(*ar. Total stocks of ho.sierv held by manu¬ 
facturers consider(‘d have \yovn trending upward rather 
rapidly since 1925, but tho.sc* of clothing manufacturers 
show no similar movement. In .spite of this difference 
these two industries have maintained a comparatively 
uniform hohling of stocks through the year and from 
year to year. 

As in the case of the iron and st(»el samples, it will 
be noticed that the stability of ato<*ks in the textile 
group improves—apparently lK»coming more subject to 
control—as the product arrives in more nearly finished 
form. 

IV. THE BUILDING INDUSTRY 

Tn a study of stabilization of stocks, the building in¬ 
dustry is represented by approximately the same sam¬ 
ples as were used for other considerations. The varia¬ 
tions of stocks of southern pine, oak flooring, Portland 
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cement, face brick, enameled ware baths, and common 
brick were studied.* 

The building industry has made a marked advance 
toward greater stability in stocks in the period since 
1920, (See chart on page 354.) For oak flooring, Port¬ 
land cement, face brick, and enameled ware baths the 
trend has been definite and in some cases almost con¬ 
tinuous. The stability of stocks of common brick and 
of southern pine is irr(‘gular and does not share the 
trend of the other building materials. Indeed, stocks 
of southern pine were noticeably less stable in 1928 
than in any other year of the series. The increased 
stability since 1020 may in part l)e explained by the 
fact that stocks have lieen increasing rapidly during 
this period, while shipments have risen less rapidly, 
if at all. (See discussion of stock burden of building 
materials, page 247.) During the same period the 
average percentage deviation in shipments has been 
alxmt the same from year to year. Therefore, that varia¬ 
tion in the amounts of sto(»ks taken out each month by 
shipments has 1>ecome smaller in proportion to the 
total stocks held. In other words, the average percentage 

• Data are bo^d feet of soiithom yellow pine as computed by 
the Southern Pine Association; board feet of oak flooring, com¬ 
piled by the Oak Flooring Manufacturers* Association, represent¬ 
ing about 90 per cent of the industry; complete stocks of Port¬ 
land cement (in barrels), compiled by the U. S. Department of 
Commerce, Bureau of Mines; number of face bricks held by about 
70 Arms, compiled by the American Face Brick Association; com¬ 
plete stocks of enameled ware baths (number of pieces) as com¬ 
piled by the U. S. Department of Commerce, Bureau of the 
Oansus; and number of common bricks, compiled by the Common 
Brick Manufacturers* Association, representing about 30 per cent 
of the indu8tr>\ 
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deviation in stocks, in so far as affected by shipments, 
has been declining. It appears, therefore, that the 
greater stability of stocks attained by building materials 
manufacturers since 1920 has been secured at the cost 
of holding steadily increasing stocks. 

St.vbility of Stocks of Builoino Materials 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated calendar year)** 


I. SOUTIIKHV 
TELLOW 

PINK II. OAK PI.O<»RINri III. PORTLAND CEMENT 



IV, FACE BHirK V. • oVUIoN HNK K VI. KNAMKLKD WABK HATHH 



For nature and .sources of data see discussion and footnotes in 
Sfxtion IV of this chapter. 


As the data on oak flooring have l>ecn secured as far 
back as 1012, it is possible to compare the period before 
1920 with that which followed. Such a comparison 
shows that the condition of stability toward which 
stocks have been trending in recent years was by no 
means unknown prior to 1919. Indeed, in 1916 stocks 
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were held at an almost uniform level during the year. 
The deviation in that year was 3.3 per cent, while in 
1927, the steadiest year since the war, it was 6.5 per 
cent. The experience of the Portland cement industry 
bears out that of oak flooring manufacturers. Although 
stocks varied widely in 1916, they were more stable in 
1915, 1917, and lOlS than in any other years in the 
series 1915-1928. 

V. STOCKS OF FOOD PRODUCTS 

The 8t(K‘ks of a fairly representative array of food 
products have been studied. The list includes cold 
storage holdings of butter, cheese, poultry, eg^s, beef 
products, pork products, and stocks of refined sugar at 
refineries.* The stocks of all of these, as indeed might 
l>e said of all food products, are strongly influenced by 
the forces of seasonal agriculture. The monthly varia¬ 
tions within the year are in every case large (con 
siderably less for pork ])roducts than for the other 
samples) so that tlic deviations are much higher than 
for many of the products studied. The high seasonality 
of holdings of these products makes especially in 

•Data are about 98 por cent of the cold storage holdings (in 
pounds) of creamoiy butter and of all varieties of cheese, in public 
and private warehouses; cold storage holdings of poultry (in 
pounds) and of case cgp^ (in crises) at principal warehouses; and 
cold stonige holdings (in pounds) of beef products and of pork 
products, all compiled by the U. S. Department of Agriculture. 
Bureau of Agricultural Economics and published in the U. S. 
Department of Agriculture Y^carbook and in the Survey of Current 
Bunne$$, Data on stocks of refined sugar at refineries in ^vannah 
and New Orleiins are compiled by the Federal Reserv’e Bank of 
Atlanta, 
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teresting a possible improvement in regularity. Also 
much has been said in various trade journals about 
the spread through the year of the consumption of most 
food products. Any considerable reduction in season- 

Stabiuty of Stocks of Food Pkoducts 

(Average percentage deviiition of monthly data from arithmetic 
mean for iniiicate»I calendar year)" 

I. Bl'TTBR II rilFHHK III. POri.TRV 



For nature and sources of data discus.sion and footnotes in 
Section V of this chapter. 


ality of holdings, if related to changed technique, would 
also imply improvement in the highly seasonal employ¬ 
ment of proflucers of these goods and might have signi¬ 
ficant implications for farm management. 

In only a few of the food indvMry mm pies ts any 
improved stability of stocks perceptible. (See chart on 
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page 356.) Stocks of refined sugar show a marked gain 
in stability from 1925 through 1928 and a trend from 
1923. This industry shows more definite gains than any 
other. Holdings of cheese also show a steadying trend 
following 1923, averaging after that date a stability 
greater than that achieved in any of the six years preced¬ 
ing. Stocks of cold storage poultry were maintained on 
an increasingly more uniform basis from 1920 through 
1928. This trend was significantly broken between 
1923 and 1924, and between 1925 and 1926. 

Stocks of cold storage eggs have been maintained at 
almost the same degr(‘e of uniformity for the entire 
thirteen years. This uniformity from year to year, much 
greater than that of the stocks of any other commodity 
in the group, has existed in spite of the fact that the 
seasonal movements are more extreme. Stocks of butter, 
of Ix'ef, and of pork have shown no continued movement 
toward either l(‘ss(‘r or greater stability. In (*ach prod¬ 
uct the gain or loss of a year or two is soon offset by a 
movement in the opposite direction. The similarity be¬ 
tween the movements in the stability of stocks of pork 
products and of Ix^ef products is worth noticing, how¬ 
ever. Both increase in stability from 1920 through 1922 
or 1923; decline from 1922 or 1923 through 1925; and, 
having been very stable in 1926, l)ecome less stable from 
1926 through 1928. 

So far as stability of stocks is concerned, American 
food industries have made comparatively little improve¬ 
ment during the last eight or ten years. 
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VI. STABILITY OF STOCKS IN A VARIETY OF 
INDUSTRIES 

Xot classified into groups are gasoline, pneumatic 
tires, rubber heels, hides and skins, leather, and cot¬ 
tonseed. 

Of these commodities Oidy pneumatic tires, hides and, 
shins, and rubber heels shoir a trend toward greater 
stability of stocks.^ (See chart on page 359.) In stocks 
of pneumatic tires this trend covers the period 1923- 
1928. It is indeed interesting that during three of the 
four years when the spring dating system was in effect, 
and when the flow of tire shipments from manufacturers 
was smoothed (see page 325), manufacturers' stocks of 
tires were less stable than when spring dating was off. 
Apparently manufacturers found no gain in stabilized 
shipments so far as leveling stocks was concerned. The 
year 1922 was the best of the series. 

From 1923 through 1928 holdings of hides and skins 
showed an almost steady gain in stability. In 1923 
stocks were more stable than in any oth(‘r year. In this 
case the improved stability was a concomitant of declin¬ 
ing stocks. Such holdings declined from 500 million 


“Data are domestic stock.s (in number of tires) of pneumatie 
automobile tires and of rubber heels (in number of pairs) still 
owned by the manufacturers, whether held at the factory, in 
transit to or at warehouses and bninches, or in possession of 
dealers on a consignment basi.H, as compiled by the Rubber Asso¬ 
ciation of America, and reprewnting over 75 per cent of the 
pneumatic casings industry and about 63 per cent of the rubber 
ncel manufactures; and stocks of hides and skins (in pounds) held 
by packers, tanners, dealers, importers, and manufacturers, repre¬ 
senting practically complete returns from the leather industry and 
compiled by the U. 8. Department of Commerce, Bureau of the 
Census. 
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pounds in January, 1921, to 230 million pounds in 
June, 1927. They were 270 million poimds in De¬ 
cember, 1928. 

Stability of Sto(;ks in a Misceixaneous Group of Industries 

(AvoraKP percentage deviation of monthly data from arithmetic 
mean for indicated calendar year)^ 


1. PXF.rMATIC TIR»:i« II. HinFB AND BRINK II I. (i A80L IN K 



IV. LKATIIF.R V. KUBDKK llKKi.8 VI. COTTOS8KED 



® For nature and sources of data si'e disciussiou and footnotes in 
Section VI of this chapter. 


In the case of rubber heels some of the stability 
gained in 1924 was lost in 1925 and 1926 but was more 
than regained in 1927 and 1928. 
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Stocks of gasoline increased enormously between 
1917 and 1928.“ There was an average of less than 
10 million barrels on hand in 1918; of more than 40 
million barrels in 1027. Stocks show a definite seasonal 
movement with a spring high commonly in April. 
Perhaps the most striking fact is that stocks since 1925 
have shown increasing .seasonal variation—this despite 
the alleged all-year use of aiitoinol)il(\s. (Set? page 32(5 
for a discussion of seasonality of consumption of gas¬ 
oline.) Evidently there are important factors other than 
consumption affecting seasonality of gasoline stocks. 

Stocks of leather and of cottonseed oil vary in stabil 
ity from year to year, but no trends justifying state¬ 
ments of improvement or the reverse are discernible.” 
In each of these commodities the occasional gains of a 
year or two are quickly offset by an increase in season 
alitv. 


As a concomitant of current methods of buying and 
selling there has come .some improv(*ment in the stabili¬ 
zation of stocks carried by .American industry. This 
improved regularity has not l)een equally noticeable in 
all lines. It is most marked in building materials and 

“Stocks of gasoline (in barrels) are those held at refineries, and 
beginning with June, 1923, they also include marketers’ stocks. 
Data represent total stocks of this product as compiled by the U. 8. 
Department of Commerce, Bureau of Mines. Data for 1917-1919 
were published in Standard Daily Trade Service of April 21, 1924. 

** Leather is here represented by stocks of finished upper leather 
(in square feet) held by packers, tanners, dealers, importers, and 
manufacturers. Cottonseed stocks are those held at mills; they 
include stocks later destroyed at mills but not those re-shipped. 
In both cases data arc complete reports compiled by the U. 8. 
Department of Commerce, Bureau of the Census. 
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perhaps least in food products, where the strong in¬ 
fluences of seasonal production have not been sur¬ 
mounted. In iron and steel greater stability is notice¬ 
able only in the finished or semi-finished products. 
Stoek.s of the non-ferrous metals samples (other than 
ore) have l)een increasingly stabilized since 1922. The 
outstanding case of greater .seasonality in a single 
product is stocks of gasoline. Here the forces of less 
seasonal consumption and of more careful buying (if 
any) have l)eon far outweighed by an “uncontrolled” 
production. 

Where data make possible a comparison with the 
period before 1919-20 the evidence is strong that present 
trends toward stabilization have not brought us to a 
condition unknown before. The extreme stock varia¬ 
tions of most industries in 1919 and 1920 make the 
improved situation in succeeding years seem better than 
it apjtcars wIumi compared with the y(‘ars before 1919. 
While fre<|uentlv the similarity in the degree of stabil¬ 
ity attained in the years l^efore 1919 with that since 
1920 suggests that those two years rather than the years 
that have followed are the unusual ones of the series, 
there is reason to believe that in certain industries, at 
least, a new stability has been attained. 



CHAPTER XIX 


DOES HAND-TO-MOUTH BUYING 
STABILIZE PRODUCTION? 

Conflicting opinions as to the effects of hand-to-mouth 
buying on the stability of production have been repeat¬ 
edly expressed in discussions of the subject. Some ob¬ 
servers believe that difficulty of planning, caused by the 
lack of advance orders, brings a hesitant, vacillating, and 
unsteady character to production. Others assert that the 
spread of orders through the year induces steadier prod¬ 
uction, confonning to the steadier order flow. The very 
importance of this issue has Ix^en the reason for reluc¬ 
tantly e.xcluding an extended investigation of it from 
this study. Such an inquiry, it seemed, would be too 
great an excursion from the trade aspects of the matter 
with which this volume is essentially concerned. 

Nevertheless, some evidence on the (luestion has Ixsen 
examined. Four industries, in the histories of which 
periods of hand-to-mouth buying had Wn disclosed by 
data studied in earlier chapters, w(»re selected as sam¬ 
ples. The stability of production in each of a series of 
years has been measured in each of these sample in¬ 
dustries with a view to determining the effects, if 
any, of hand-to-mouth buying. The samples are enam- 
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Stability of Pboduction as Related to Variations in 
Unfilled Orders 

Enameled Ware Baths, 1919-1928® 


I. unhlled orders and production, by months 



>PwucrcM mm^Uirtxeo OncMs 


II. STAIUUTY OF PRODl CTiON 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated calendar vear) 
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eled ware baths, oak flooring, knit underwear, and steel 
ingots/ 

In one case tlie data extend well back into pre-war 
years, making possible a post-war and pre-war com¬ 
parison. The method of measurement used in each case 
is, as in the four preceding chapters, securing the average 
percentage deviation from the average. It is desirable 
to emphasiz(* the fact that it is the stability of produc¬ 
tion within each y(‘ar of a series and a comparison of 
the stability from year to year that is undertaken; the 
effort is not to compare tin* (piantity of prodiietion in 
one year with that of another year. The most probable 
changes within each year are seasonal ones, and sea¬ 
sonal changes are those to which the method employed 
is best suited. When' there are s(*v^*re advances and 
declines of a non-si'asonal character which are peculiar 
to certain years, the year-to-year comparison is much 
less satisfactory than it would otln*rw/se Ik*. 

Shifts to and from hand-to-monih huyinfj durinff the 
period have had no significant effect upon 

the stability of production of enameled ware baths. The 
chart on page 363 shows unfilled ortlers, production, and 


* Production of enanic*lc<i ware baths was computed from stocks 
on hand at the end of the month and shipnnmts during the month 
compiled by the U. S. Department of Commerce, Bureau of the 
Census, from reports from the entire industry. Production data 
for oak flooring, reprc'senting about 70 rer w'nt of the industry, 
are compiled by the Oak Flooring Manufacturers’ Association; for 
knit underwear, representing about 61 per cent of the industry, are 
compiled by the Associated Knit Underwear Manufacturers of 
America and by the U. S. Department of Commerce, Bureau of 
the Census; and for steel ingots, estimated total prcxluction on 
the basis of a sample varying from 64 to 05 per cent of the 
industry, are ^mpiled by the American Iron and Steel Institute. 
Data arc published in the Survey of Current Business, 
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the variation in stability of production for the series of 
years considered. In 1920 and 1923, when unfilled or¬ 
ders were especially numerous, the stability of produc¬ 
tion was not particularly different from that of 1926 
and 1927, when unfilled orders were particularly few, 
or from that in 1922, 1924, 1925, and 1928, when un¬ 
filled orders wer(‘ somewhere Ix'tween these two extremes. 
The years 1919 ami 1921 are those of outstanding in¬ 
stability ill production. In each of these years there 
were such violent non-seasonal movements of production 
that they cannot Ik? satisfactorily compared with the 
other years of the series. 

From the middle of 1921 to the end of 1925 there 
was a marked upward trend in the production of 
enaimded ware baths. From the middle of 1922 onward 
the industry was producing in even larger quantity than 
during the 1920 Ikkuii. It seems reasonable to believe, 
therefore, that it was operating close to capacity and to 
conclude that the stability of production attained from 
1922 to 1925 (and perhaps in 1920 as well) finds its 
chief cause in growing business and capacity production. 
These conclusions have some a<lded support in the fact 
that this industry lost something of its stability in 1926, 
1927, and 1928, years during which the trend of pro¬ 
duction was vslowly downward. 

/it the oak flooring indtistry periods of good advance 
ordering and of handdo-moidh ordering follow one 
another withoxit apparent effect on the stability of pro¬ 
duction, (See chart on page 366.) It is true that the 
years sineo 1921 have been years of notable stability, 



366 


HAND-TO-MOUTH BUYING 


and that these are years commonly thought of as the era 
of hand-to-mouth buying. In this particular industry, 
however, the unfilled order situation has varied widely. 
During the period 1922-1925 there were unfilled orders 
in large amount on the books at practically all times. 
In 1926 and 1927, on the other hand, orders were, dur¬ 
ing the first half of each year, somewhat al>ove ship¬ 
ments in each month and, in the latter half of each year, 

Stability of PRODt^c?rioN op 0\k Fi.ooring, 1912-1928'’ 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated c.alendar vear) 

• See footnote 1, page 364. 

considerably below shipments. In 1928 unfilled orders 
on hand at the end of each month weiv in each instance 
almost identical with the shipments for the next month. 
But, as the chart shows, stability of production has not 
been great in any of these years, and a year of high un¬ 
filled orders and a year of low unfilled orders often 
show the same degree of 8tal)ility of production. 

If we compare the post-war with the pre-war period, 
the first statement which must be made is that on the 
average the stability since 1921 is definitely greater than 
for the years 1912-1916. There is also evidence that 
during the pre-war as during the post-war years hand- 
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to-mouth buying was not of importance in affecting the 
stability of production in this commodity. Unfilled or¬ 
ders were on hand in good quantity from the beginning 
of 1912 to the middle of 1914. In the latter half of 
1914 and in 1915, those on hand at the end of each 
month were in most cases less than shipments for the 
ensuing months. Yet such changes in the stability of 
production as occurred during this period appear to 
have no consistent relationship to these changes in un¬ 
filled orders. 

As in the case of enameled ware baths, a study of de¬ 
tailed production data leads strongly to the conclusion 
that improving stability is found during periods of in¬ 
creasing production, at least when such increase is 
practically continuous for more than a year. This cor¬ 
relation appeared in the pre-war years 1915-1916—pro¬ 
duction advancing from about 6 million board feet in 
December, 1914, to al>out 11 million board feet in De¬ 
cember, 1916. It is strikingly noticeable from 1921 
through 1925—production advancing from 6.5 million 
board feet in December, 1920, to about 42 million board 
feet in Decemlx^r, 1925. A slight falling off in produc¬ 
tion in 1927 and 192S has been accompanied by a slight 
increase in variation.* 

• With such a method as is use<i here for measuring stability, the 
percentage v^ariation that is caused by growth in production 
becomes less important as the average increases. During the years 
1922-1925 the growth in oak fiporing production was about the 
same in one year as another. Therefore, the percentage variation 
in production caused by gro^’th becomes less important through 
the period. This fact must be taken into account in considering 
the gain in stability during these years. 
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The years of greatest instability—1919, 1920, and 
1921—are in each instance years of a sharp change in 
the quantity of production through the year. All three 
of these years display such marked trends that they 
cannot very satisfactorily he compared with most of the 
other years considered. 

There is evideyice that the product ion of knit under 
v'ear is somewhat less stable during a period of tncreas- 
ing hand-to-mouth buying than during a period of good 

Stability of Production of Knit Undfjiwear, 1920-1928'* 

(Average percentage deviation of monthly data from arithmetic 
mean for indicated calendar year) 



• Sf'e footnote 1, page 364. 


advance ordering, (Set* chart <ui tlii.s page.) Of the 
seven years 1022*192S advaiu*e orders wc^re in much 
larger volume* in 1022 and 1023 than th(*y were in the 
jicriod 1025-1928. During these last four years unfilled 
orders were declining. Production was more stable in 
1922 and in 1923 than in any other of the years studied. 
The gap in production data within 1024 makes it un¬ 
satisfactory to consider that year as a part of the series. 

A comparison of the order basis of a leading steel 
company and the production of steel ingots shows the 
co-existence of hand-to-mouth ordering and stable pro- 
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dxiction, 1925-192H, (See chart on this page.) While 
there have been in the periods studied some other years 
of as stable product!f)n of steel ingots as sonic of the 
years of this era, its continued stability is very notice¬ 
able. The years since 1923 or 11)24 have l)een years in 
which orders have run continuously closer to shipments 
(according to the record of the steel company presented 
on pp. 54-05) than in any other years in the history of 
the industry. There is reason, therefore, to lielieve that 


Stabii.ity ok Prodcction of Steei. 1nu)ts. 1918-1928 

(AvrnM^e porcrntiij^e (l(*viation of monthly data from arithmetic 
mean for indicated calendar year) 



• See footnote 1, page 364, 


this periixl of increased stability is related to hand-to- 
mouth buying practices in the steel trade during the 
past few years. 

From this limited survey of four sample industries, 
it is at least possible to conclude that hand-to-mouth buy¬ 
ing has aflFeeted stability of production differently in 
different eases. In the steel industry the evidence sug¬ 
gests greater stability as a result of increased hand-to- 
mouth buying. In the knit underwear trade the conclu 
sion is just the opposite. In the production of enameled 


25 
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ware baths and of oak flooring, stability of production 
seems to be affected little, if at all, by hand-to-mouth 
buying phenomena, although hand-to-mouth practices 
were noticeably present in both these industries and re¬ 
peatedly so in the record of oak flooring. 



C. CERTAIN EFFECTS ON COSTS AND 
MARKETING RELATIONSHIPS 




CHAPTER XX 


THE COSTS OF SMALL ORDERS 

A considerable increase* in the relative frequency of 
small orders may brin^ a variety of puzzling situations 
to a busine'ss organization. It may be thought necessary 
to make purchases of materials or goods in smaller units 
than before. Such reductions may require that higher 
prices be paid; rlu‘y may require a revising of trans¬ 
porting and receiving methods; they may bring disar¬ 
rangement, if not confusion, to organization for storage 
and handling. 

lint it is with the possible effect of small orders upon 
selling costs that business men have Ix^cn chiefly con¬ 
cerned. The belief among them that an increase in the 
proportion of small ord<‘rs increases the costs of market¬ 
ing is v(‘ry widespn*ad. It is essentially with this aspevt 
of small order costs that this chapter deals. In con 
aidering the (juestion, the points to be borne in mind 
are th(*se: assuming that a company is selling a certain 
volume of goods, does it (‘ost more or less to secure and 
distribuh* that volume in small units or in large ones ? 
If more, when* do the added costs arise? If there are 
added costs, how great are they ? Finally, if such costs 
occur, what is their incidence; do they fall on the seller, 
or are they passed on ? 
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To throw light on these questions, several sets of 
evidence are examined: 

1. The experience of 115 manufacturers; 

2. Reports of canners* costs; 

3. An investigation of warehouse deliveries; 

4. Certain studies in the wholesale field. 

The experience of the manufacturers will be con¬ 
sidered first. 

I. SMALL ORDER COSTS AMONG 
MANUFACTURERS 

The manufacturers whose reports are discussed here 
constitute the same group of 115 whose order history 
was considered in Chapter VIII. (See page 100.) That 
^‘smaller orders^’ were adding to their costs was the 
very general opinion. One hundred and four— 90 per 
cent—declared this to be the case. Only eleven—10 per 
cent—reported no increased cost from smaller orders. 

The added costs due to decreasing size of order may, 
of course, arise in any phase of marketing. For pur¬ 
poses of this study, the selling process was divided into: 
(1) securing orders; (2) the office work involved in 
handling orders; and (3) the physical work of handling 
and shipping goods. Inquiry was made concerning each 
of these phases of marketing to ascertain whether added 
costs were incurred as small orders became a larger 
proportion of the total number of orders. 

It seemed worth while to try to find out not only 
whence came the added costs to those who had them, but, 
if possible, how those who avoided them succeeded in 
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doing 80. The 115 manufacturers were, therefore, di¬ 
vided into two groups: the 104 manufacturers who indi¬ 
cated that small orders are increasing their marketing 
costs, and the 11 who indicated no such added costs. We 
may consider first the group which has experienced 
added costs, and open with the question of securing 
orders. 

Does it cost more per unit to secure business in a 
small-order era than in a large-order era? A large pro¬ 
portion of manufacturers find that it does. The 104 
who reported that added costs came from small orders 
were asked whether part of these costs came from se¬ 
curing their business. Their replies were distributed as 
follows: yes, 78; no, 4; not replying, 22. Thus 95 per 
cent of those replying to the question believe that costs 
of securing business mount as small orders become more 
numerous. 

But the cost of securing orders is itself a composite 
of several items. Is it added pay for the salesman that 
works the mischief ? ‘ Sixty-nine manufacturers replied 
on this point. The opinion of those who answered was 
more evenly divided than on the preceding question. 
Thirty-eight, or 55 per cent of those replying on pay 
to salesmen stated that there was more total pay for the 
same volume of business, and 31, or 45 per cent, that 
there was no added cost of this nature. 

Does the added cost of securing the order arise from 
increased travelling expenses? Of 71 manufacturers 
reporting, 62 said “ yes ; 9 reported no.” Thus in a 

^ It should be remembered that it is added total pay for sales- 
men in securing a given volume that is pertinent. 
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ratio of almost six to one, manufacturers find smaller 
orders brin, 2 ;inp; added costs from this form of expense. 
It is clear that a larger proportion of manufacturers are 
troubled by increased expense acounts than by increased 
salesmen’s pay. 

The fr(‘quency with which (‘ustomers are now de¬ 
manding att(‘ntion has caused many concerns to resort 
to the telephone to replace, in part, a salesman’s callsL 
This study clearly sliowed such increase. Fifty-one 
manufacturers, or 77 per cent of those reporting on the 
question, said that the increase in small orders had 
added to the costs incurred for telephone calls used in 
securing orders. Fifteen, or 23 per cent, said that this 
was not the case. 

Is more sup(‘rvision and direction of salesmen re¬ 
quired when tlie proportion of small orders grows larger ? 
Of the GO manufactunu\s answering this question, 44 
said yes,” and 22 said no.” Thus, 67 per cent of 
those who nqdied found incr(‘ased cost through super¬ 
vision of salesmen, while 33 per cent did not report such 
a cost. 

IIow did some avoid added costs of sc^curing addi¬ 
tional small orders? What w^as said by that group of 
eleven manufacturers who stated that although they have 
experienced an increase in the proportion of small 
orders, this had not increased the costs of marketing 
their total volume ? Their replies show that they did not 
esfiape every possible increase. Three of the eleven, for 
example, said that costs of securing business had ad¬ 
vanced; eight that they had not. The chief point at 
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which saving in securing the order was made by this 
small group of manufacturers as compared with the 
larger group was in the payment of salesmen. Thus this 
group, reporting on whether added costs came through 
more total pay to salesmen, replied in the ratio of six to 
one that such was not the eas<‘. About half of them 
found no added cost through telephone calls or ad<led 
sii])ervision, but two-thirds did find an increase in travel¬ 
ling expenses for salesmen. Since these companies were 
not asked to report specifically on how they get more 
orders with no added cost, the method cannot be stated 
with great certainty. Since a larger proportion, how- 
(‘ver, have increased salesmen's total pay, it seems rea¬ 
sonable to conclude that the telephone has to some extent 
r(‘placed the salesmen's call in their activities. More¬ 
over, since salesmen's travelling expense has gone up 
in many more cases than salesmen’s pay, it appears that 
several of these companies have found a way to get their 
men over more territory with no added compensation 
and ap[>ar(Mitly with a lower salary cost per dollar of 
order. 

How arc office conis affected by small orders? Leaving 
the costs of securing orders, we now ask: what of the 
office cost^ for handling orders of different sizes ? No 
less than 95 per cent of those who find an increased 
marketing cost as the result of small orders find part of 
that cost arising from the added office expense involved. 

An attempt was made to measure the relative office 
costs for large and small orders. It was realized, how¬ 
ever, that it would be ludicrous to attempt to consider 
orders of all possible sizes for all the companies report- 
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ing. As has been indicated earlier, ‘‘ small order ” and 
large order are variable terms, depending on the par¬ 
ticular business house concerned and even more on the 
nature of the business. An order which would be con¬ 
sidered large by a toy-maker might be very small for a 
steel manufacturer. Moreover, a large order even in a 
given line of business and in a given business establish¬ 
ment may have at least two meanings. It may mean an 
order for a large number of dollars’ worth of goods or an 
order for a large variety of goods, even though the total 
value is small. Of course, it may mean a combination of 
these. Conversely a small order may mean one for a few 
items or a few dollars worth, or both. 

To make the question sufficiently flexible to be an¬ 
swerable by a great variety of concerns in a great variety 
of businesses, it seemed best to permit those responding 
to use their own judgment as to what constituted a large 
or a small order in the case of their respective houses. 
Therefore, the question concerning office costs were pref¬ 
aced by the statement: Suppose a ‘ good sized ’ order, 
for your business, and an order one-fifth as large are 
going through your office/* Assuming in each case the 
costs of handling the ^ good sized ’ order as 100 per cent, 
what is your best estimate of the proportionate cost re¬ 
spectively, for recording, billing, granting credit, and 
collecting for the order that is one-fifth as large ? ” 

It is unnecessary to give in detail an analysis of the 
reported costs for each of the tasks, but certain rather 
striking conclusions or summaries are worth presenting. 

(1) It will be well to state first that over one-half of 
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the manufacturers reporting replied to each of these 
questions that the cost for the small order was 100 per 
cent of the good sized order. This is equivalent to 
saying that the office costs for these several activities 
for a small order are five times as great in proportion 
to the size of the order as for the larger one considered. 
These statements, of course, cannot be taken at quite 
face value, as no doubt many of the firms reporting 
found it easy to answer 100 per cent’^ when more 
accurate calculations might have shown a result some¬ 
what above or below this figure. When they are con¬ 
sidered in the light of other statements submitted, par¬ 
ticularly the fact that in connection with each activity 
certain manufacturers found the cost for the small order 
more than 100 per cent of that of the larger, one is 
inclined to give them more credence than would other¬ 
wise be the case. 

(2) In only two cases did manufacturers report that 
their recording, billing, credit granting and collecting 
charges, respectively, varied in proportion to the size of 
the order. Over 95 per cent reported that in connection 
with each of these activities the costs were disproportion¬ 
ately large in handling the smaller order. 

(3) The range of relative costs for the one-fifth size 
order and the good sized ” order ran from 20 per cent 
to 105 per cent in the case of recording; from 20 per 
cent to 105 per cent in billing; from 20 per cent to 300 
per cent for granting credit; and from 20 per cent to 
300 per cent for collecting. 
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(4) The average of the percentages reported for the 
three activities are, respectively: for recording the 
smaller order, 88 per cent of the cost of recording the 
larger order: for billing, 82 per cent; for granting 
credit, 97 per cent; for collecting, 101 per cent. The 
disproportion in office costs thus rt^aches a climax in 
collecting, where the average cost is found to be 1 per 
cent larger for the small order ’’ than for one five 
times as great. Indeed, in the extreme instances collect¬ 
ing cost is three times as great for the small order as for 
the one five times as large. 

While one is at first blush skeptical of such possibili¬ 
ties, that skepticism is to some degree routed by such 
comments as this, accompanying one reply: 

In dollars and cents of cost it actually costs more per order 
to collect for small than large orders. 

Or this, made by a man who n'portcd a gn‘at propor¬ 
tionate difference for small orders: 

The good sized orders always come from the A-1 risks. 

How do small orders affect unit costs of packing, 
trucking, and shipping? The reports received con¬ 
cerning the cost of packing, trucking, and shipping for 
“ good sized orders and for orders one-fifth as large 
show some interesting differeiH*oa from the statements 
made concerning recording, billing, granting credit, and 
collecting. Neither in packing, trucking, nor shipping 
are small orders attended by as disproportionately large 
costs as they are in office activities. One manufacturer re¬ 
ported that the smaller order actually cost him, for pack- 
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ing, less than one-fifth as much as the larger, while two 
reported that the shipping cost was less in proportion. 

Eight manufacturers out of 63 replying reported 
packing costs in exact proportion to the size of the 
order—that is, that the order one-fifth as large costs 
one-fifth as much to pack. Eleven manufacturers out 
of 59 reported similarly for trucking, and eleven out of 
60 in the same way for shipping. All others, with the 
exceptions noted above, state<l that the smaller order 
brought a disproportionately larger cost in each of the 
activities here under eonsiderafion. The range of rel¬ 
ative coats for the smaller as com])anMl to the larger was 
from 10 to 115 per cent for packing; from 20 to 125 per 
cent for trucking; and from 10 to 125 per cent for 
shipping. If we take an average of tin* ptnventages re¬ 
ported, we may conclude that it costs 54 ptn* cent as 
much to pack the one-fifth ord(‘r as to ])ack the 
larger one; 52 per cent as much for trucking this small 
order; and 56 per (*ent as much for shipping it. 

^^^lat do all of these cost figures amount to if we put 
them into some general form? One way to summarize 
is to assume a ctmipany called The American Manufac¬ 
turers, Amalgamated, made up of all the companies re¬ 
porting in this study, and to assume that this company 
is putting through two orders: one for $100, which we 
will call a “good sized’’ order, and another for $20, 
which, obviously, is one-fifth as larg<\ may also as¬ 
sume that the cost for ouch office activity, and for pack 
ing, for trucking, and shipping for The American 
Manufacturers, Amalgamated, Ix^ars the same relation 
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to these two orders as the respective averages of the com¬ 
panies reporting. 

The documents for the $100 order move through the 
office. Since what is sought is a comparison with the 
costs of this movement, they might be set down as 100 per 
cent. But it may be simpler to keep the matter in dollars 
and cents terms. Therefore, let us say that for the $100 
order it costs $1.00 for recording; $1.00 for billing; 
$1.00 for the work of the credit department; and $1.00 
for collection. This gives us a total of $4.00 for the 
office work on the good sized ’’ order. The documents 
for the $20 order also move through the office. Ac¬ 
cording to the cost figures of The American Manu¬ 
facturers, Amalgamated, this order will require $.88 for 
recording, $.82 for billing, $.97 for the work of the 
credit department, and $1.01 for collection, making a 
total of $3.68.* Thus the office costs for the $20 order 
are 92 per cent of those for the $100 order. Put in 
terms of the respective value of each order, the total 
office cost for the larger order is but 4 per cent of its 
value, while the office cost for the $20 order is 18.4 per 
cent, or over four and a half times as great. 

The two orders proceed to the processes of packing, 
trucking, and shipping. To make our figures easy, we 
will again assume $1.00 for each operation in handling 
the larger order. For the order one-fifth as large, how¬ 
ever, the experience of The American Manufacturers, 

’These figures are, of course, the average percentages arrived 
at as representing the costs for ** an order onc-fifth as large."' See 
the several pages immediately preceding. 
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Amalgamated, shows that the packing charge is $.54, the 
trucking charge $.52, and the shipping charge $.56. 
This makes the total of $3.00 for the three operations 
on the large order and $1.62 for the three on the small 
one. Thus the handling costs of the small order turn out 
to be 54 per cent of those for the large order. In terms 
of respective values, the cost of doing these things for the 
larger order is 3 per cent of its value, and for the 
smaller order it is 8 per cent, or about two and two- 
thirds as high a cost. Disproportionate as this fig¬ 
ure is, it is not so extreme as the office costs which, it 
will be recalled, showed a disproportion of four and one- 
half times when related to the value of the order. 

If the American Manufacturers, Amalgamated, com¬ 
bines office and handling costs for each of the two orders, 
we find results as follows: 

$100 Orddi $20 Order 

Office costs . $4.00 Office costs .$3.68 

Handling costs. 3.00 Handling costs. 1.62 

Total . $7 j 00 Total . $530 

Comparing these total costs, we find that the expense 
of “ officing ” and handling the $20 order is 75 per cent 
of that involved in handling the $100 order. It is per¬ 
haps not necessary to remind ourselves that if operations 
in dealing with the small order cost no more in propor¬ 
tion to its size, it would cost 20 per cent as much as to 
deal with the large order. In costing 75 per cent as 
much, its costs are three and three-quarters times as 
great in proportion to its value. 
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II. CANNERS’ REPORTS OF COSTS 

Cost-keeping is a phase of Imsiness management not 
highly developed in the canning industry. More than 
half of the companies reporting in the study undertaken 
included no information on comi)arative costs.* A num¬ 
ber of compani(^s made such statements as: We know 
that costs for snnall orders are disproportionately large, 
but we do not know tlie ditfcuMnices ae(*urately/' and, 

We would n<»t ha/ard a giH‘ss. but the cost on twenty- 
five cases is as high as on UM) cases,” or, We have no 
accurate costs for ditT(‘rent sizes of orders." The lack 
of data on costs is the inon* significant, as in many cases 
such data were not furnished even by large compani(‘s 
which gave detailed information on sales matters for 
a long series of years. 

So far as ade<piacy of cost records is concerned, can- 
ners may be put into three cla.sses—those whose records 
yield very little information; thos(‘ who estimate costs 
by dividing total <*ost by nunilK*r of cases packed, tinis 
reducing everything to a cost jier case*; and those' who 
keep their reu-ords in .such a way that in figuring (‘osts 
they can take inhi account the diffenmees in handling 
various sized unit.s. On pages 38(1-387 there is presented 
a table showing the relative co.sts for different sizes of 

•Yet most cannrrs fcrl sure that small orders are costly. Of 40 
vegetable canimrs who Hprcifically answered the question “ Docs 
hand-to-mouth buying bring addnl cost.^ to ranners? 39 replied 
that it did. Ten reporting fniit-canners were unanimotisly af¬ 
firmative in ariKwering the name question. Data are from replies 
to the questionnaire sent to members of the N.itiimal Chnners 
Association. 
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orders, compiled from th(^ figures reported by eight com¬ 
panies of the last type/ Average marketing costs for 
lOO-case and 25-case orders were expressed as percent¬ 
ages of the average costs for a carload order. If the 
marketing cost per unit of goods were the same for each 
size of order, these relative average costs would appear 
as follows: 


Carload . 100.0 

100 Ciisrs . 10.0 

25 cases . 2.5 


All phases of selliiKj activities cost more per unit as 
orders grow smaller. An examination of the table shows 
that the cost of securing the order is 0 per cent greater 
per unit for 100-oase lots than for car lots and about 28 
per cent greater per unit for 25-case lots than for 100- 
case lots. The cost of rc^cords, per unit of goods, is three 
times as great for 100-case orders as for carload orders 
and over eleven and a half times as great for 25-case 
orders as for carload orders. Canners appear to esti¬ 
mate the cost of billing to Ik* alnuit the sarin* for each 
order regardless of its size. The cost of loading is about 
2.4 times as great per unit for 100-casc lots as for ear 
lots and alnuit 2.2 times as great for 25-case lots as for 
lOO-case lots. That is, loading is over five times as ex¬ 
pensive for very small shipraent-s as for carload ship- 

^ It will be noticed that there is considerable variation in 
certain coats, such as packing, as reported by different companies 
for the same amount of go^s. This is undoubtedly due to the 
fact that somewhat different factors were included under the 
various headings by different companies. The table, therefore, 
must not be considered as representing accurately the differences 
in cost for specific itcfus as between different companies. 

26 
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CoMPARATITli MaBUCTINO CoSTS OP VARIOUS SiZBS OP ORDERS 

(In 


Items of CJost 

Company 

25 

Company 

32 

Company 

14 

Company 

20 

Securing Order: 

Carload*^. 

101.00 

HHfls 

95.00 


100 cases. 

10.50 

11.50® 

10.30 


25 cases. 

3.00 

4.00® 

3.00 

3.00 

Records: 

Carload**. 

.25 

1.00 

1.00 

1.00 

100 cases. 

.25 

1.00 

.75 

1.00 

25 cases. 

.25 

1.00 

.75 

1.00 

Billing 

Carload**. 

.25 

1.00 

1.00 

2.00 

100 cases. 

.25 

1.00 

1.00 

2.00 

25 cases. 

.25 

1.00 

.75 

2.00 

Packing for Shipment: 
Carload**. 

26.50 

9.80 

22.00 

70.00® 

100 cases. 

3.60 

1.25 

.50 

7.70 

25 cases. 

1.65 

.50 

.40 

2.00 

Loading: 

Carload**. 

4.00 

2.80 

2.00 

8.00 

100 cases. 

.50 

.35 

.50 

.88 

25 cases. 

.25 

.15 

.40 

.25 

Trucking: 

Carload**. 

35.20 

100 cases. 


5.50 


2.00 

25 cases. 


1.38 


1.00 

Freight: 

Carload**. 


92.40 

117.60 

64.00 

100 cases. 


19.80 

17.10 

11.20 

25 cases. 


4.95 

4.30 

2.80 

Total: 

Carload*’. 

180.00' 

243.70 

238.60 

265.00 

100 cases. 

25.60' 

40.40 

34.65 

36.78 

25 cases. 

8.77' 

12.98 

11.20 

12.05 

Total, less Freight: 
Carload**. 

132.00 

151.30 

121.00 

201.00 

100 cases. 

15.10 

20.60 

17.55 

25.58 

25 cases. 

5.40 

8.03 

6.90 

0.25 



• CompAiliM 1 and 15 are in the same city. 

^ Carload ia 1,000 eaaea except for Company 22, for which, there being 850 ca a e a 
per carload, the data have been adjuated accordingly. 

• Brokerage charge waa not reported by this company but waa included on came 
baaia aa reported by the preceding company. 

^ Coat of collecting waa repmrtra by ao few companiee that it could not be uaed. 
There waa evidence that it waa included in '^billing” in aome ( 

• Inchidea coat of labela. 
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FOB Canned Foods as Reported by Eight Companies, 1928 
dollars) 


Company 

41 

Company 

22 

Company 

Company 

15* 

Average 

Average as Per¬ 
centage of Carload 
Marketing Cost 

100.00 

82.00 

60.00 

60.00 

89.94 

100.0 

10.00 

10.00 

6.00 

6.00 

9.54 

10.6 

2.50 

3.50 

2.00 

2.00 

2.88 

3.2 

1.00 

.05 

10.00 

10.00 

3.04 

100.0 

.50 

.05 

2.00 

2.00 

.94 

31.1 

.50 

.05 

2.00 

1.50 

.88 

29.0 

.50 

.05 

1.00 

1.00 

.85 

100.0 

.50 

.05 

1.00 

1.00 

.85 

100.0 

1.26 

.05 

1.00 

1.00 

.91 

107.5 



30.00 

30.00 

31.38 

100.0 



3.00 

3.00 

3.93 

12.5 



1.50 

1.50 

1.53 

4.9 

7.50 

10.00 

6.00 

6.00 

5.79 

100.0 

2.00 

1.00 

3.00 

3.00 

1.40 

24.S 

1.00 

.25 

2.00 

2.00 

.79 

13.6 



10.00 

10.00 

18.40 

100.0 



2.00 

2.00 

2.88 

15.7 



1.50 

1.50 

1.35 

7.3 

54.00 

131,30 

197.60 

197.61 

122.07 

100.0 

10.40 

18.92 

30.40 

30.40 

19.75 

16.2 

2.85 

4.73 

7.60 

7.60 

4.98 

4A 

163.00 

223.40 

314.60 

314.61 

244.15* 

100.0 

23.40 

30.02 

47.40 

47.40 

35.71* 

14^7 

8.11 

8.58 

17.60 

17.10 

12.05* 

6.0 

109.00 

92.10 

117.00 

117.00 

130.05* 

100.0 

13.00 

11.10 

17.00 

17.00 

17.12* 

13.2 

5.26 

3.85 

10.00 

9.50 

7.27* 

5.6 


* Inoludet freight ooet of $48.00 for carload and trucking charge of $10.50 for 
100*caM lot and^.37 for 25-oaee lot. 

t Elaoh oanner wat aaked to report both individual items and total cost. Some 
rep>orts omitted certain items of costs. Therefore, in the totals these items aprear 
as sero. In computing averages for individual items of cost, on the other hand, these 
unreported items were considered, not as sero, but as data unavailable. Probably, 
therefore, the estimate of each detailed item of cost gives a more nearly accurate 
comparison between different sites of orders than does the estimate of total costs. 
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merits. The increase in cost of packing is not nearly so 
great, yet there is reported an increase of 25 per cent in 
100-case over carload shipments and of about 56 per 
cent in 25-case over 100-ease shipments. 


Comparative Freight Costs of Various Sizes of Orders for 
Canned Foods as Reported by Seventeen Companies 

(In dollars) 


Company 

('arloa<l 

100 Cases 

25 Cases 

19. 

122.50 

1.5.0.') 

3.75 

9. 

102.60 

41.85 

3.24 

32. 

92.40 

19.80 

4.95 

14. 

117.60 

17.10 

4.30 

20. 

64.00 

11.20 

2.80 

41. 

54.00 

10.40 

2.85 

1. 

197.60 

30.40 

7.60 

15. 

197.61 

30.40 

7.60 

12. 

108.30 

38.84 

10.46 

29. 

<.K).00 

13.00 

3.‘25 

49. 

72.00 

12.60 

3.15 

46 

146.00 

19.00 

4.75 

8 

136.00 

18.00 

4.50 

18. 

86.00 

10.00 

4.00 

48. 

55.10 

10.26 

2.57 

34. 1 

61.‘20 

13.20 

3.30 

4. 

120.00 

18.60 

4.65 

Average. 

107.23 

19.39 

4.57 

Averafft os percenUige of carload 




freight co$i . 

too,o 

ISA 



As wouhl Ik* exjK'cted, the big inen^ase per unit in 
freight costs eonu*s when ihe shipment falls lielow a car- 
load. The increase in cost is 62 p(‘r cent wdien the ship¬ 
ment changes from a carload to u lOO-case lot. No ap¬ 
preciable increase* in cost per unit occurs as the orders 
become still smaller. In the table on this page the com¬ 
parative freight costs of a larger numlier of companies 
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are shown, and here we find that the increased cost per 
unit for less than a carloatl is 81 per cent. In the case 
of trucking the cost increases about 57 per cent per unit 
in lOO-caso shipments over carload shipments, and about 
87 per cent in 2r)-ease over 100-case shipments, making 
the cost per unit in 25-case shipments nearly three times 
as great as for carload shipments. Trucking thus be¬ 
comes an important additional cost as orders become 
smaller. 

It will be seen from a consideration of these data that 
the most significant increase in costs per case (for such 
sizes of orders as we have considered), when shipments 
drop below a carload, comes from added freight charges. 
For 100-case lots as compared with a carload the added 
cost without freight is 32 per cent; with freight it is 
47 per cent. 

What is th(‘ social significance of rlu‘S(» figures? What 
do they show conc(‘rning the increased cost, if any, of 
distributing our annual pack of canned goods under 
hand-to-mouth conditions ? 

Suppose we compare the cost of marketing a year’s 
pack in the sizes of orders in which the pack was han¬ 
dled in 1927 with the cost of handling it in the sizes of 
orders in wdiich the 1910 pack was handled, applying 
in each instance* the itemized cost data given on pages 
381)-387.‘ By making use of the size of order distribu¬ 
tion for the two years as arrived at in Chapter VITT and 

* It will be convenient to assume an annual pack of 100,000,000 
cases. The most recent data available show a somewhat higher 
figure, but earlier years and estimates of tlie current year show 
that 100,000,000 cases is a reasonable approximation. 
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of the relative costs as determined in this chapter, a com¬ 
parison is possible. The chart on this page shows graph¬ 
ically such a comparison for all the more important 
items of cost. The smaller orders of the 1927 method 
of buying means an added total cost of nearly 8 million 
dollars in the distribution of canned goods by canners 
to their customers. 


Costs of Marketing an Average Year’s Pack of Canned Foods 
IN Sizes op Orders Prevaiung in 1919 and in 1927 

(Based on itemized cost data reported in 1928—see pp. 380-387) 



III. COST CURVES FOR WAREHOUSE DELIVERIES 

That warehousemen have for some years been dis¬ 
turbed by the belief that there was an increase in the 
proportion of small orders delivered out of their houses 
has already been stated. The topic has been frequently 
discussed in their periodicals and considered in their 
conventions. The results of a brief study of the com¬ 
parative size of orders out of warehouses are given on 
pages 169-169. 

The belief that his out ” orders were* becoming 
smaller has been always accompanied by the fear that 
smaller orders brought added costs. What does ware- 
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house experience add to the general question of the costs 
of small orders ? 

Studies have shown that warehouse delivery costs 
advance as the size of orders out'' goes down. The 
most careful study of the question which has come to 
hand is that of Mr. Anson M. Titus, who from 1918 to 
1925 was cost accountant for the Quincy Market Cold 
Storage and Warehouse Company of Boston. A graphic 
presentation of the findings of Mr. Titus is given in the 
accompanying chart. As the costs are expressed in man¬ 
hours, they may be considered valid at the present time, 
even though several years have passed since their com¬ 
pilation.* In discussing the chart reproduced on page 
392, Mr. Titus says: Follow each curve through the 
maze and with one or two exceptions the cost of delivery 
in man-hours increases as the size of the delivery de¬ 
creases. A further analysis of the exception will un¬ 
doubtedly reveal peculiarities of working conditions 
causing the perversity. In all cases, however, when the 
size of delivery reaches smaller dimensions, the curves 
rise much more rapidly than in deliveries of greater bulk. 
Each curve makes its sharpest curve from the transition 
from low cost to high cost somewhere in the vicinity of 
2,000 or 3,000 pounds per delivery. In other words, if 
a delivery of less than this quantity is made, the cost 
becomes excessive; and if such are persisted in from any 
one consignment of goods, the number of deliveries be¬ 
comes excessive.” 

• The writer is also informed by Mr. Wilson D. Little, Executive 
Secretary of the American Warehousemen’s Association, that 
there have been no technical changes in the warehousing industry 
which would invalidate the figures for present day purposes. 



In’cr£.\sing Costs of Small Dbij>eries Ovt of Mass-vchusetits Waubhci ses, 1924 
(In man-hours per 100 pounds) 
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COSTS OF SMALL ORDERS 


393 


'I'lie curves do indexed appear to Ix^ar out the observa¬ 
tions of thif investigator. A discussion of the detailed 
variations of costs shown is not necessary. It is worth 
saying, liowever, tliat .Mr. Titus concludes “ if deliveries 
average less than out* ton on a consigiiinent of goods, an 
extra charge should 1 h^ inad(‘." 

IV. A WHOLESALE GROCERY SAMPLE 

The changes in costs involved as orders vary in size 
appear to be far less well known to wholesalers than to 
manufacturers. C\)rres])ondence and conference with 
a considerable nuinl)er of wholesalers furnishes evidence 
of desire to know such costs but evidence also that little 
is known. Among tlu* agencies which are now actively 
exploring this Held, the Lnited States Department of 
Commerce is j)rominent.‘ 

The relative* costs of orders of varying sizes deter¬ 
mined by one of the leading wholesale groc*ers of Xew 
York City are worth presenting. They may be indicative 
of these costs in the griKMuw Held, and they may suggest 
a metliod of approach for other wholesale gcx)ds. 

The cost of Juindlhuj small grocenj orders is dispro¬ 
portionately large. The table on page 394 shows that 
the cost of handling, (‘xpressed as a percentage of the 
value of the order, increases as the orders become 
smaller. It is nearly twice as great for the $5 order as 
for the $200 one. It is significant to note, in examin¬ 
ing this table, that the increase in the percentage ratio 
is slight until the order drops Ixdow $23. 

’The Department is projecting a series of distribution cost 
studies, of which several have appeared. 
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Cost of Handunq Wholesale Grocery Orders 
OP Various Sizes* 


Cost Items 

$5 

Order 

$25 

Order 

$50 

Order 

$100 

Order 

$200 

Order 

Buvdng. 

Selling. 

Handling and shipping.. 

$ .05 

$ .26 

$ .51 

$1.02 

$2.04 

.23 

1.22 

2.31 

4.62 

9.24 

.17 

.85 

1.70 

3.40 

6.80 

Delivery. 

.35 

.58 

1.01 

1.76 

3.25 

General and administra¬ 






tive . 

.39 

.75 

1.43 

2.61 

4.56 

Total. 

$1.19 

$3.66 

$6.96 

$13.41 

$25.89 

Total as percentage of 






value of order . 

23.80 


13.92 


12.94 


* Based on figures obttiined from a leading New York wholesale 
grocer. 


The average order for this company in 1927 was $37. 
This size of order can be handled at a cost of 14.19 per 
cent of its value. This is slightly more than 1 per cent 
above the cost of handling a $200 order. But, if this 
“ average order results from handling a very large 
number of orders of about $5 and a few orders for 
large amounts, the average as a basis for determining 
costs is very deceiving. This is additional evidence that 
wholesale grocers, as others, having a wide range of 
sizes in orders may profit by classifying their orders in 
such a way as to determine what proportion of them are 
in high groups.* If the proportion is large, they may 

• A case is reported by the Service Bureau of the Metropolitan 
Life Insurance Company of a wholesale grocer who has deter¬ 
mined that orders for less than $10 will not cover sales cost, not 
including warehouse, delivery, and office expense. See its BvJdetin 
on ** Reducing Selling Costs among Wholesale Grocers/’ p. 7. 
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find certain devices for lessening the proportion of such 
orders or for passing on the cost of handling them, a wise 
addition to sales policy.* 

The conclusion is inescapable that the trend toward 
the transaction of trade in small orders and small ship¬ 
ments has brought added costs. The closeness with 
which a rise in cost follows a decline in the size of orders 
varies from industry to industry. Moreover, in certain 
cases, at least, the order may decline from a very large 
one to one considerably smaller before any pronounced 
change in cost per unit takes place. If a decline con¬ 
tinues, however, there is a point at which a sharp in¬ 
crease in cost occurs. 

Many of the easy generalizations which writers have 
made as to the activities which give rise to added costa 
as orders decline in size are not supported by the study. 
It costs many businesses more to secure orders, but not 
all concerns are so affected. A few have found a way 
around the difficulty; and in certain industries, of which 
the canning industry is one, the manufacturer feels little 
or no extra cost of selling, as he sells through brokers, 
and brokerage fees are typically on a unit basis for all 
orders. 

• An analysis of wholesalers' operating costs in four fields based 
on the average gross margins and the average expenses for orders 
for a variety of products indicated that orders of the following 
sises were necessary to “ break even ”: 

Electrical . $24.94 Automotive . 12.86 

Hardware . 16.07 Drug . 13.68 

Harvard Business Review, October, 1928, p. 20. 
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The change per unit in shipping costs also varies 
widely among industries where orders arc all typically 
less than a carload. Changes in these smaller sizes make 
comparatively little change in cost per unit, but when 
orders that have typically lH‘eu carloads fall below that 
quantity, shipping costs jump u[)ward. 

Office costs are perhaps those which most certainly 
increase as orders decline. This is due to the compara¬ 
tively hat expense per order for such work as recording 
and billing regardless of the value per order. 

In general, it is certain that doing business in ‘‘ small 
orders ’’ adds to society’s expenses of operating the in¬ 
dustrial machine. 

Are th(* added costs of small orders passed on { This 
(piestion is the first one that arises when one realizes the 
costs involved in tli(‘in. It would not lx; difficult to make 
a theoretical answer to the question at this point. But 
it will lx; lK;tter to approach the question more realis¬ 
tically. How are sellers actually meeting the small or¬ 
der problem ? Do the methods they employ enable them 
to absorb added costs? Are they distributed among 
several agencies? Does lK*tter organization dispose of 
them ? A discussion of thes(» questions finds a place in 
the next chapter. 



CHAPTER XXI 


THE INCIDENCE OF SMALL ORDER COSTS 

Like most other changes in economic arrangements, 
the mounting costs resulting from an increasing propor¬ 
tion of small orders were not (jui(*kly recognized bv those 
most involved. Indeed, th(*r(‘ an* many concerns that are 
not yet aware of the extent to which small ord(*rs have 
l>econie a larger part of their total, or of the added costs, 
if any, to which such small orders give rise. As has been 
indicated in earlier chapt(‘rs, the problem is one which 
varies greatly among industries and among particular 
businesses, and it is not strange* that it has not l)een 
analyzed in every instance*. 

The immediate* incidence of increasing small oreler 
e*osts is chieHy upon the seller, lie does nothing to meet 
an unrece)gnized difficulty. Old prices are maintained; 
old traele i)ractices continued. The cost is absorbed not 
willingly but unknowingly. Indeed, as late as 1028 in 
reports on the e|uestion from 115 manufacturers, 38 of 
tlie 80 who reported a rece>gnition of an increasing pro¬ 
portion of small orders indicated either that they were 
unaware of ‘‘ added costs ’’ or, if aware of them, had 
taken no action to meet them. A considerable proportion 
of these, however, stated that they recognized the prob¬ 
lem but they saw as yet no way of dealing with it. 

Profit and loss statements first called the attention of 
certain companies to the fact that even with increasing 

307 
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volume and with no change in gross margin, their net 
profits were declining. Those with adequate cost systems 
soon discerned that small order costs were among the 
causes of the difficulty. Through trade journals, con¬ 
ventions, and word of mouth, the dangers of smaller 
orders have been, and are being, broadcasted. The work 
of these agencies has been supplemented by the Depart¬ 
ment of Commerce and by trade associations.' 

In the following consideration of the incidence of 
costs the discussion has not been restricted to the effects 
upon profits and prices. Some attention has been given 
to their incidence upon marketing structure as well. 

When a seller becomes aware of added costs, relief is 
tisually sought. A study of the efforts of many sellers 
suggests that one or several of the following conditions 
result: 

1. The seller may continue to absorb all or part of the costs; 

2. The seller may avoid the costs; 

3. The seller may find a way to eliminate or reduce the costs; 

4. The seller may find a way to pass on the costs. 

Concerning the absorption of costs, it only needs to be 
added that this policy will not be followed knowingly 
unless it is believed that com{)etition compels it. Many 
manufacturers and wholesalers report that competition 
does compel it, however. If profits have been small or 
at a minimum before and competition does compel it, 
there is reason to fear deficit and insolvency and a shift¬ 
ing of the incidence of the costs of small orders back to 
stockholders and creditors. 

'Among the useful publications of the Department of Com¬ 
merce in this field are a series of distribution cost studies. 
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Small order costs may be avoided. The simple and 
direct way to avoid them is to refuse small order busi¬ 
ness. Where such refusal has become the general mar¬ 
keting policy of a concern, it has become common to say 
that the company has adopted a system of selective 
selling.’’ Selective selling simply means that the manu¬ 
facturer, wholesaler, or other vendor concentrates his 
sales efforts upon those customers or prospects who, he 
believes, can buy in a sufficient quantity to make the 
account profitable. Selective selling schemes of more or 
less rigidity have been adopted by many manufacturers 
and by some wholesalers. In certain cases a plan of 
selective selling eliminates certain whole territories 
from the sales program; more frequently, it takes cer¬ 
tain towns from a company’s books; still more com¬ 
monly, it eliminates individual accounts; always it 
opens to question those customers whose orders are 
small.* 

*It is natural that very frequently a small total volume of 
business and small orders go together. That a great many 
customers handle a very small proportion of the volume of 
business done has been made apparent by the investigation of 
distribution published by the U. S. Chamber of Commerce in 
1928, in which eleven cities were studied. The following, present¬ 
ing the situation in one city, shows the percentage of independent 
store business which was done by the 20 per cent having the 
largest sales: 


Per Cent 


Per Cent 

Women’s clothing . 

. 47 

Men’s clothing .. 

.59 

Gasoline and oil . 

. 48 

Furniture . 

. 61 

Dairy and poultry . 

. 51 

Meat and fish ,.. 

.63 

Drugs . 

. 62 

Boots and shoes . 

. 65 

Confectionery . 

. 53 

Jewelry . 

. 66 

Grocery and delicatessen . 

. 55 

Auto accessories . 

.68 

Restaurants . 

. 56 

Dry goods. 

.85 

Office equipment . 

. 57 
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There are inunerous reports indicating- that selective 
vselling has enabled manufacturers or wholesalers to 
reduce the number of towns called upon, tlie number 
of salesmen required, and, as a result, selling expense.* 


Shift Toward Larger Accounts Achieved by An Elect-rical 
Manufacturing Company Through Three Years of 
Selective Selling 
I. number of accounts 


(As ])orcontaKe of total) 


Year 

1 Size of AcTount 

Less 

than 

SlOO 

$100 

to 

11,000 

$1,000 

to 

$5,000 

$5,(X)0 

to 

$10,(MX) 

$10,000 

or 

Over 

All 

C’lasses 

1924. 

58.8 

30.3 

8.5 

1.2 

1.2 

100.0 

1925. 

53.6 

34.0 

9.2 

1.4 

1.8 

100.0 

1926. 

51.3 

35.9 

9.5 

1.4 

1.9 

100.0 

1927. 

34.9 

47.4 

13.0 

2.2 

2.5 

100.0 


II. VALUE OF .\CCOUNTS 

(As iwroentaKC of total) 


1924. 

2.1 


26.1 

ll.H 

45.3 

100.0 

1925. 

1.7 

MfKM 

21.5 

10.7 

52.9 

100.0 

1926. 

1,7 

mSm 

20.0 

10.0 

55.9 

100.0 

1927. 

1.0 

12.1 

19.6 

11.2 

56.1 

100.0 

III. AVERACJK .SIZE OF AUC’OUNT 

1924. 

$24 

$.'i4(> 

n 

$6,947 

$26,143 

$ 708 

1925. 

29 

344 


6,654 

26,750 

888 

1926. 

32 

403 


7,186 

27,503 

988 

1927. 

41 

352 

wm 

7,038 

31,135 

1,376 


The experience of one manufacturer of electrical 
goods is indicated in the table on this page.* 

* The experience of several companies is summarized by Guy C. 
Smith in ‘‘ Selective Selling as a Means of Reducing Marketing 
Costs/' Marketing Executive Series No. 5, Hullrtiva of the Amer¬ 
ican Management Association. 

* Data were obtained directly from the records of the company. 
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This reduction of the proportionate number of small 
accounts brought about a corresponding increase in the 
average size of orders and shipments. The following 
table shows these average's. 


Year Orders Invoices 

1924 .$ 85.66 $67.98 

1925 . 106.84 77.44 

1926 . 118.51 91.78 

1927 . 112.06 80.00 


"Fhe Department of Commerce reports a wholesale 
hardware firm wdiich worked out: 

A rough approximation of the cost of each sales visit which 
indicated that accounts which did not show purchases totaling 
$600 per year were decidedly unprofitable. 

One thousand four hundred thirty-two retail accounts were 
carefully measured against this yardstick. Nearly half of the 
accounts fell into the category of unprofitable business. The 
situation was explained to the retailers and overnight 700 
accounts were taken from the books. The elimination of these 
accounts reduced the sales territory about 33 per cent. This 
restriction of sales territory coupled with a 30 per cent reduc¬ 
tion in items carried decreased the volume of sales 33 per 
cent. The eliminated products included such heavy items as 
lead and oil, which ran into a considerable dollar volume but 
were not profitable. 

After a three-year operating test in the restricted area with 
a redticwl line it was found that the dollar volume of net 
profits had increased 35 per cent, while the relation of net 
profits to sales had increavsed 68 per cent. Operating costs 
were reduced by 4 per cent of gross sales below the average 
for similar firms in this particular field.* 

A second way of avoiding the costs of small orders 
consists in shifting to an entirely different class of 

• Millard, J. \y., U. S. Dcpartniont of Commerce, ** Analyzina 
Wholesale Distribution Costs.'* DUtrihutUm Cosf Slndtes, No. 1, 

p. 11. 

27 
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customers than that served before—as when a manu¬ 
facturer changes from retail customers to wholesalers. 
He has, as in the preceding case, avoided the costs of 
small orders by avoiding small orders. In this case, 
however, he avoids small order costs by a complete 
reorganization of his marketing relationships. 

There has been a belief in certain quarters that the 
manufacturer’s effort to avoid small orders was destined 
to mean a great revival for the wholesaler. It is, indeed, 
a force working in that direction. It is doubtful, how¬ 
ever, if it is sufficiently strong to recreate wholesaling in 
anything like its old glory. It is offset by the fact that 
the chain store, the department store, and the mail 
order house are all large order buyers as well as the 
wholesaler, and are apparently outdistancing the whole¬ 
saler in other ways. 

The elimination of at least part of the costs of small 
orders is sometimes accomplished. Where a concern, 
under the pressure of the added costs of small orders, 
is stimulated to an improved efficiency in its marketing 
arrangements or to an improved use of social equipment, 
the best solution of small order costs is found. Some 
companies have found it possible to eliminate in part 
the expenses of small order shipments through the 
establishment of branches or field warehouses—fre¬ 
quently rented space to which carload shipments are 
made for distribution to local points. Such a plan elim¬ 
inates the expense of many direct small shipments from 
the home plant. 
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Although it is generally felt that the use of field 
warehouses has been expanded as a result of hand-to- 
mouth buying,* the extent of this supposed expansion 
has not yet been subjected to any careful measurement. 
There are many instances reported, but instances of 
almost anything can usually be found. Illustrative is 
the case of a Western steel and wire company, which 
expanded its branch warehouses as follows :' 


1920 . 14 

1921 . 16 

1922 . 24 

1923 . 25 

1924 . 32 


In observing such cases, however, one must always 
be aware that other forces than hand-to-mouth buying 
may be involved. The company may have expanded 
its territory, or resolved to work its old territory more 
intensively, or relocated certain of its plants. In such 
changing conditions as those that at present make up 
our industrial scene, instances are more suggestive than 
conclusive. 

Moreover, the establishment of branch houses may 
be a cause rather than an effect of hand-to-mouth buy¬ 
ing. The manufacturer may establish branches not be¬ 
cause it is necessary to retain business but because he 
believes he can use the faster service thus made possible 
as an attraction for more sales. 

• In answer to an inquiry made by System in 1927, 95 per cent 
of those replying, to a question in point said they had found it 
advisable to increase warehouse stocks. 

^8ee Hubbard, Dana, How Shall We Make Small Lot Bu3ring 
Yield Extra Profits,” Pinters Ink, March 19, 1926, p. 110. 
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To the extent that there has been an increase in the 
use of branches and warehouses the public warehouse 
has been considerably involved. An investigator for the 
Department of Commerce writes: 

With the tendency among retailers to buy in smaller quan¬ 
tities and increase their rate of turnover, the present day need 
of convenient merchandise warehouses to meet the demands 
of prompt deliver>’, to supply adequate quantities of goods to 
jobbers and wholesalers, has placed the merchandise warehouse 
as a permanent link in the distribution of all commodities 
throughout the United States.* 

But in this case, as in that of branch houses, the 
quantitative evidence of change is illustrative rather 
than conclusive, (’ertain it is that the warehouseman 
is bc‘Coming alive to opportunity in the sitimtion. He 
is extending his services from that of a mere storer to 
include most of the activities of a wholesaler. He re¬ 
ceives goods; he breaks pool cars, or straight carloads; 
he delivers in such units as are desired. In many cases 
he furnishes the storer with office space in which he 
can receive orders and direct deliv(*rv. In doing all of 
these things, he stimulates hand-to-mouth buying. He 
is working toward a n(‘w organization of trade rela¬ 
tionships. His new activities tend to become a cause 
rather than an (dfect of the changed svstem. The costs 
of small order buying may l>e in part eliminated through 
such new organization. 

Other very definite methods of eliminating costs 
through improved employment of social equipment are 

‘Cricher, A. Lane, U. 8, DepartniPiit of Commerce, “The 
Merchandise Warehouse in Distribution,’’ Trade Promotion Series, 
No. 15, p. 30. 
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the increased use of pool cars/ of carloading or for¬ 
warding companies, and of communicating services/’* 

In a majority of eases the reaction to the costs of 
small orders has been to attempt to pass on these costs 
to others. This is done by a special charge attached to 
small orders, or by an inereasi^l s(*lling price for goods, 
or, at times, in otli(*r ways. 

A stmlif of manufaefurers shoirs great ingenuity in 
meeting the problem. The 115 manufacturers, whose 
experience on various ])oints we have frequently cited, 
report(‘d on what was iKung done to meet small order 
costs. Fifty-one of the 80 who reported a small order 
problem stated that some action had been taken. Several 
companies had done a number of different things. 
There were reported 13 clearly distinguishable methods 
of dealing with the problem, a considerable number of 
which took s(‘veral forms. If we take into account the 
major nu^tliods in the several forms that were reported, 
it is found that managerial ingenuity has worked out 
between 20 and 30 ways of attempting to deal with the 
matter. It will be worth while to outline briefly the 13 
methods reported in this investigation, adding in each 
case a brief explanation and a word of comment. 

• Although tliere is a general belief that the use of pool cars is 
rapidly growing there is a paucity of quantitative data on the 
subject. Reporta on the matter for varying periods were gathered 
from twelve food canning companies. These sliow a definite 
increase in the use of pool cars from 1925 through 1927. However, 
the records available for years before 1925 suggest that a relatively 
small proportion of goods were shipped in pool cars in 1925, and 
that the practice was practically as extensive in certain years 
between 1920 and 1925 as it has been since. 

‘•See Chapter XXIII. 
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1. Increasing the discount with the size of order or 
reversing the process by making a definitely higher 
price for small lots—30 cases. 

Sometimes this is the ordinary quantity discount. 
Often it appears to take a form which can only be 
interpreted as a definite penalty for small orders. If an 
increased discount is given for large orders, the seller 
appears to be absorbing the costs, unless there are savings 
involved therein; if a higher price is charged for small 
orders, the cost is being passed on. If, however, the 
increased price causes a decline in purchases, the seller 
has been unable, partially or wholly, to pass on the cost. 

2. Making a special handling or service charge for 
small orders—24 cases. 

This remedy takes a variety of fonns. In a number 
of instances a general charge, more often called packing 
charge than anything else, was reported. In other cases 
this charge is made only for broken packages. A third 
form this remedy takes is a minimum charge. Thus 
if an order is for less than a certain amount, the special 
charge is automatically levied regardless of the size of 
the order. Still otluT cases which are included in this 
group are special charges for drop shipments. A fifth 
form is where the purchaser is required to pay trans¬ 
portation on orders under a certain amount while trans¬ 
portation is paid on orders over a certain size. Some 
manufacturers reported that they made it a point to 
put this the other way around, emphasizing the fact 
that they will pay the transportation for orders over a 
certain amount which thus makes the practice appear to 
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be a premium for large orders rather than a penalty for 
small orders. One manufacturer reported that for orders 
under a certain size he entered on the invoice a charge 
for parcel post and insurance ” which is larger than 
the actual cost of parcel post and insurance and which, 
said he, would be entered as parcel post, insurance and 
packing if we had the courage and if competitive con¬ 
ditions would permit it.’^ This is clearly a case of at¬ 
tempting to pass on the incidence of costs. 

3. Offering, or soliciting for, a more varied line— 

4 cases. 

Some of these practices are very interesting. Some 
of them represent efforts on the part of the manufac- 
turers to fit into the dealers’ desire for smaller inven¬ 
tories. This is particularly true where we find the manu¬ 
facturer changing his line so that he can sell his cus¬ 
tomer, not a large order of a single item, but a wider 
range of items. The total order may thus be made larger 
but the quantity of each kind of goods very much smaller. 
In one case at least, that of a feed manufacturer, where 
this policy has been adopted deliberately, the dealers are 
urged to buy carloads, but mixed carloads of the various 
goods sold. In other cases pool cars are urged. In still 
other cases the effort is made to sell a large order of 
many items by taking orders only in assortments. 

Not the least interesting feature of these cases is the 
fact that they represent a lengthening of the line rather 
than a shortening of it, thus being out of accord with the 
trend toward simplification. 
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This method seeks to avoid the costs of small orders 
by an adjustment which makes it possible to secure 
larger orders than would otherwise be obtained. It is, 
however, quite different from the mere refusal to take 
orders. It is an attempt to eliminate the small order, so 
far as the particular seller is concerned, by organizing 
to obtain larger orders. 

4. ('hanging the use of tin* .sales ft>rce in solicitation— 
5 cases. 

In using salesmen to meet the small order problem a 
v'ariety of things have been done. Before doing these 
things there has \isually lK*en a j)reliminary study to de- 
tennine what was wise to do. One well-known manu¬ 
facturing company which sells a great variety of prod¬ 
ucts has work(‘d out a quantity whi(*h is the minimum 
order that can lx? sold at a profit. The <‘ommitt(*e work¬ 
ing this out recommends that while the sales force 
should not Ik; instructed to n*fus<‘ orders for quantities 
l)elow the minimum it .should Ik; informed as to the mini¬ 
mum quantity of the various items which will yield a 
profit, in the belief that aale.smen will gradually cease 
to canvass prospects and customers who are not poten¬ 
tially buyers of the minimum quantity 8jK*cified and that 
salesmen will strive to get orders of a desirable quantity. 

In other instances the sales force has lH*en definitely 
instructed to eliminate .simie customers. In still other 
cases the salesmen have lH»en dircH’.ted to increase the 
number of calls on the Ixjtter customers and prospects. 
The number of rejmrts of this method is smaller than 
might be expected in view of the generally prevalent 
talk of skimming the market.’’ 
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If carried out in an organized way, this method is 
avoiding small order costs through a selective selling 
plan. 

5. Educating the trade to the desirability of larger 
orders—eases. 

Two manufacturers re|>orted that their only effort 
liad Uhmi to try to show their customers the advantages 
of largcu* ord(‘rs from the customer's own point of view. 
In one case this took the form of preaching to the cus¬ 
tomer the desirability of iretting as many items as pos¬ 
sible in eacli <<rder, cv<mi if the (juantity of each item was 
small. 

ddiis is an (diminatiou of flio costs of small orders so 
far as the s(‘ller in (|m‘stion is concmnuMl. It is ]u*obable 
that in such cast's there is a social as wt'll as a private 
gain through tin* hamlling of business in more eco¬ 
nomical units. 

<». Penalizing tlu* salesman for small orders—1 case. 

In this case tin* company concerned has a definite 
charge which is debited against the salesman of each 
order. Althougli the fa(*ts were not given, it is assumed 
that tin* .sal(*sm(*n are paid on a commission basis by 
this ctnnpany and that, therefore, unle.ss an order is of 
sufficient size all of tin* commission might be absorbed 
by this charge. If the order were large, on the other 
hand, the debit would hv an insignificant part of the 
commission. This is clearly a case of passing on the in- 
cidenct* of cost—but passing it on to the salesmen, rather 
than to the customer. 

7. Deferred dating plans—2 cases. 
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Two companies reported the installation of deferred 
datings as a method of getting their customers to place 
larger orders at a given time rather than to require sales¬ 
men to call repeatedly. It is not certain that those items 
in the added costs of small orders which arc due to small 
shipments are eliminated by this method. 

8. Refusing to handle small orders—2 cases. 

Two companies reported that they had fixed a mini¬ 
mum below which they would take no orders under any 
conditions. These cases are a variety of the avoidence 
method. They differ from No. 4 above chiefly in the 
fact that in preceding cases the salesmen were the agency 
definitely involved. 

9. Charging a larger gross profit—2 cases. 

Indicating that the increase was against no particular 

item of cost of smaller orders, or orders of any partic¬ 
ular size, two companies stated that they had increased 
the mark-up as a device for covering in a general way 
the increased costs which they found accruing. 

These cases illustrate another way of attempting to 
pass on the incidence of cost. This method attempts to 
pass on the costs to all customers rather than merely to 
those who purchase in small lots, as is the case in Nos. 1 
and 2 above. 

10. Making use of branches and warehouses—3 cases. 

Three concerns reported a material increase in the 

number of shipments from branches and warehouses. 
This type of action is perhaps better considered as a 
policy of adaptation to the increase in small orders 
rather than as a way of remedying the situation. Some 
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manufacturers, however, are finding in this practice a 
way of offsetting some of the costs which arise from 
shipping small orders. 

As has been suggested earlier, it is possible that this 
plan may be a way of eliminating part of the costs that 
would arise if all orders were shipped directly to the 
customers from the home plant. 

11. Changing trade channels—3 cases. 

In three instances there were reports of an increased 
use of the jobber or wholesaler. The manufacturers so 
reporting stated that they found a relief from the burden 
of small orders by concentrating their trade with job¬ 
bers, distributors, or wholesalers who purchased only 
in large lots. In at least one of the cases cited, a change 
from distribution through retailers to distribution 
through wholesalers was made before discussion of the 
small order problem became general. The company con¬ 
cerned, however, seems to regard the change as being a 
fortunate shift so far as this problem is concerned. 
These three cases of changed trade channels do not in¬ 
clude the instances of increased use of branches or ware¬ 
houses. Nor do they include two or three rather vague 
comments that the increase of small orders from jobbers 
has a tendency to make the reporting company look 
more favorably toward direct relationship with the re¬ 
tailers. This method of avoidance and possible elimi¬ 
nation of certain costs of small orders has been discussed 
earlier in the chapter. 

12. Adopting new policies which aid small order buy¬ 
ing—6 cases. 
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There were at least five reports showing that the 
manufacturer in question was definitely striving to fit 
into the small order practices of his customers. In two 
cases the action taken was to make a change in dis¬ 
counts so tliat smaller onhu's than foruH'rly rc'ceived the 
maximum discount. In anothc*!* case a manufacturer 
strives to se<mre a (‘ommitnuMit for a coiisidt*rable quan¬ 
tity of goods hut allows the custoni(*r to take out these 
materials in small (juaiitities. At the time the original 
order is taken coupons are issued which are promises to 
deliver the goods. The manufacturer carries the inven¬ 
tory and sends tlu^ g^Kxls < ut at such times as will give 
the best service to the user. A shoe manufacturer reports 
that he has met the situation by a stock department 
“ which is by far the largest and most adequate in this 
grade of merchandise tluit is carried by any manufac¬ 
turer in the world. Nearly 50 jht cent of our btisiness 
is done out of stcK'k." This manufacturer makes an 
additional charge for small onlers of one to three pairs. 

13. The ‘‘control’^ of dealers’ inventories—3 cases. 

Probably the most constructive effort to fit into small 
order buying is found among those manufacturfTS wlio 
have* definitely attempted to take r)ver the inventories 
of their customers.” The.se plans of controlling dealers’ 
inventories are not only the most constructive from the 
standpoint of the .seller, but are the most suggestive of 
possible trends in merchandising. They are clear cases 

“ One of the most compiffi'lv ficvelopiMl plan.s is that of the 
Gotham Silk Hoaiery Company. It im rxplaincfl at some length by 
U. K. Tillcs in the Metropolitan Life Insiminee C/ompany. Erfcu^ 
tive Si n^ire BiUielin, April, 1929. 
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of a tendency to integrate control of the production proc¬ 
ess even though the financial responsibilty has not b(*en 
eoiicentratod. Th(*y are definite examples of the move- 
luent evidenced prominently by chain stores to reduce 
the importance of the judgment of the retailer and to 
mak<‘ him more nearly a mechanical unit in the planning 
of the manufacturer. This is by no means necessarily a 
eriticism of the system. From the vie\vjM)iiit of (vonomy, 
it may well l)e that it is far tetter to concentrate plan¬ 
ning in relatively few centers. On the otlnn* hand, it is 
arguable that the distribution of planning is more im¬ 
portant than the most rigid efficiency. Whatev(*r the 
“ rights of tin* matter,'' it is one of the many examples 
in modern nuTchandising of the gain of engineering 
ideals at tin* (‘X[)ense of privat<‘ enterprise. (For a more 
general discussion of this point see Chapter XXIII.) 
If stH’iety wvrv ever to att<‘mpt to apply engineering 
methods and standards to our national system of pro¬ 
duction and distribution, however, it would find many 
suggi'stioiis in the experience of such companies with 
inventory control. 

(\intiers (jeneralUi have not succealed in pa.^sing on 
the added cost of small orders. At least this is the 
conclusion that must te drawn from their own report 
on the matter. Of 30 vegt'table canners reporting, 2') 
replied that they had not fouml a way of passing on 
the added costs of small orders, ami only five reported 
that they underto(»k to pass on such costs. Of eight 
fruit canners six reported that they were unable to 
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pass on the added costs/* The methods used by those 
canners who attempt to pass on costs are chiefly three: 
(1) Higher prices are demanded for small lots; (2) dis¬ 
counts are given for large orders (which if applied to 
all orders of above a certain size would be only the ob¬ 
verse of Xo. 1); and (3) service charges are made. 
An actual service charge was reported in only two in¬ 
stances, 28 companies stating flatly that no such charge 
was attempted.** 

The attempt to get a higher price for small orders is 
much more common among canners than the belief that 
they succeed in doing so. Fifteen out of 30 vegetable 
canners replying to a question on this point indicated 
that they have undertaken to secure a higher price for 
small lots, but many of thorn followed this statement 
with such comments as: ‘‘Competition prevents us 
from doing,” or, “ We do not succeed even though we 
try,” or, “ It is pretty difficult to get a higher rate on 
small lots.” 

The added cost for freight for small lots is one item 
which is always pas.sed onward by foo<I canners. It is 

** There wen* ten vegetable raiinrrH iincl two fruit canners who, 
though answering other qiiefrtioni! fully, did not reply on this 
point. It is probably reasonable to conclude that they have not 
found a way of meeting the problem. 

“That a service charge for Kiiiall orders is. at least in some 
sections, more common than these returns indicate, is suggested 
by the following: 

“ The Wisconsin Canners’ Association, which met in Milwaukee 
in November, went definitely on record favoring a * service 
charge’ on shipments of peas in less than carload lots and issued 
a ‘ warning ’ to wholesalers about economy in methods to meet 
chain store competition. 

The Association passed a resolution to lay before the National 
Canners Association the proposition of charging 64 per dosen as 
a ' service charge ’ for less than carload lots of peas.“ 

Ctmning Age, January, 1928. 
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the practice of the trade for the consignee to pay 
freight; the added cost of less than carload ship¬ 
ments therefore reaches the canner’s customer in every 
small order instance. The comparative costs for ship¬ 
ping canned goods in carload and in less than carload lots 
as reflected by the actual rates reported by the concerns 
covered by the study is shown in the table on page 388. 
In considering the effect upon dealers and thus, possibly, 
upon consumers of this added cost, however, one should 
also note the charts on pages 114 through 157, which 
show the approximate proportion of the volume which 
moves in less than carload lots. 

The packing industry has been advised to take meas¬ 
ures concerning small orders. The Institute of Ameri¬ 
can Meat Packers, following a study of small orders and 
their costs in the packing business, includes the follow¬ 
ing among its recommendations to packing house sales 
executives: ** 

1. Salesmen should not be urged or permitted to so¬ 
licit trade of such character as is known to promise an 
unsatisfactory total volume of business, or unduly small 
individual orders. 

2. Emphasis should be removed from the mere ad 
dition of new accounts to the salesman’s list and placed 
instead on the development of profitable accounts. 

3. When solicitation of a new customer is contem¬ 
plated, a rough computation should be made of the pro¬ 
spective sales volume and margin expected to be secured, 

** Every canner reporting on ** who pays the freight? ** answered 
** the consimee/* regardless of the site of shipment involved. 

“Greer, Howard C., Institute of American Meat Packers, The 
Coit of Handling Small Orders and Accounts, pp. 20-22. 
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and the anticipated exp(*nse of serving the account. (A 
formula for such calculations was outlined.) If the re¬ 
lation of the exjHH'ted margin and handling cost is un¬ 
satisfactory, the account should not be solicited. 

4. When a ])rospeftive customer has Ikmui solicited 
actively for a reasonable perio<l of time and the account 
shows no signs of developing into out* which will provide 
a reasonable volume, solicitation should l)e discontinued 
and the salesman’s efforts directed into some other 
channel. 

5. A ditT(‘reiifial scale of pric(^s shoidd 1 k‘ adopted 
by each company individnally, the basis Ixdng the rela¬ 
tive size and handling cost found to apply to the account 
in question in that particular company or branch. 

6. Serious attention should lx* giv(ui to developing 
means of handling such small orders and accounts as an’ 
unavoidable by some means which will hold the costs of 
this busine.ss at a minimum. 

Wholemle grocers report methods <tf deaiiog with 
small orders which arc simitar to those employed hy 
manufacturers. Forty-tiv(* replies from im’inls’rs of the 
National Wholesale (Jnx*er.s’ Association to a question 
as to how t4) me<*t small order problems, wen’ distrib¬ 
uted as follows: ** Nuiubcr 

Educate the purchaser . 13 

Co-operate with customers on merchanciising policy 3 

Etlucate salesmen . 9 

Give bonus to salesmen for ord<*rM iiboyr a certain sifc 1 
Compensate salesmen with a rommission on groes 
profits . 1 

^ For the opportunity to tshulate these replicii from the original 
data. 1 am indebted to M. L. Totilme, of the National Wholesale 
Grocers’ Association, and Arthur Lasarus, of the Metropolitan Life 
Insurance Research Bureau. 
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Xum^>er 


Have salesmen call less frequently. 6 

Give quantity discounts. 1 

Deal with no customer whose total account is below 

a certain minimum.. 2 

Deal with fewer houses (this evidently w’as meant as 

a form of selective selling) . 3 

Accept no orders below a certain minimum. 6 

Total . T5 


Not all of these reports \v(‘re of practices actually en¬ 
gaged in. It is evident that in many cases they repre¬ 
sent plans which the reporting wholesalers were con¬ 
sidering. Other suggc'stions which wholesale grocers 
made as ways of escaping increasing costs of small or¬ 
ders included the following: 

Oase financing inefficient dealers.*’ 

** Oit out this continued haqnng on stock turnover/^ 

The elimination of general stores. 

Fewer wholesale grocers. 

It is obvious that all of these suggestions and methods 
fall into one or anoth(*r of the classes of methods de- 
8cril>ed earlier in this chapt<*r. Where wholesalers do 
not absorb the (*o8t-s, they strive to find ways to avoid 
them, to eliminate them, or to pass them on.*' 

*^That other wholesalers are making an effort to pass ou small 
onler costa is exemplified by the activities of the National Hard¬ 
ware Association. A committee appointed by the Hardware Coun¬ 
cil to investigate the problem of small orders included the following 
among other recommendations: 

“ That all wholesalers have their sjilesmen explain to retailors 
the added costs connected with small orders and the wisdom of 
placing such orders only as neces8ar>'. 

That the manufacturers make an additional charge of 5% to 
10% for direct shipment of goods which the wholesaler should 
carry in stock. 

** ^at when, in the opinion of the manufacturer, any whole¬ 
saler's direct shipment orders, or other small orders, become 
excessive in number, such wholesaler be informed that unle^ tbe 
practice is curtailed all invoices thereafter will be at sufficiently 
higher prices to compensate the manufacturer for the additional 
expense incurred in handling such business." 

38 
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Evidences of an effort to pass on small order costs are 
found in many other types of busiyiess. They are by no 
means limited to manufacturing and wholesaling. An 
increased rate for ‘‘ an order ’’ to haul a less-than- 
carload shipment as compared with carload shipment 
has long been charged by the railroads. The widespread 
banking practice of making a service charge where 
accounts are small is an example of the same phenomena. 
Nor have the stock market and its ‘^commission mer¬ 
chants” failed to feel the need of adjustment. The 
following excerpt from a broker's letter to clients in 
February, 11)21), is typical of an action which became 
widespread among brokers in the earlier part of that 
year. 

From and after March 1, our minimum commission charge 
on security transactions for individual accounts, with exception 
of transactions in rights and partial executions of round lot 
orders, will be $5.00 per item. Our experience has indicated 
that any smaller minimum results in handling orders at a loss, 
a condition which is economically unsound and means that in 
the long run the small lot buyer cannot get the service which 
he expects. Recent conditions seem to have directed general 
attention to the fact that minimum commission charges hith¬ 
erto prevailing are ia^tufficicnt, which has resulted in a vride- 
spread movement to increase them to a proper figure. 

A prominent Kastern broker states that the amount 
of his business which would have Ixjcn affected by such a 
ruling has grown rapidly during the past few years and 
that when such a charge was imposed early in 1929, 
35 per cent of the total numl)cr of trades were affected 
by it. He believes that 20 per cent is a more common 
figure for brokerage houses, however. 
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The Wall Street Journal^ in commenting on the 
spread of a minimum commission charge, says: 

Behind the plan of the minimum commission charge is the 
overstrain and burden put on clerical forces of brokerage 
offices by the unusually heavy trading in odd lots. 

Odd lots do not go through the clearing house and for that 
reason there is greater amount of work and more cost in trans¬ 
ferring and handling a ten share order than one for a hundred 
shares. 

Conclusions. In the period of rising costs resulting 
from small orders, through which we have been pass¬ 
ing, the vendors were first to feel the edge of the new 
situation. As awareness of the situation grew, efforts 
to deal with costs took on the forms that have been indi¬ 
cated in this chapter. Vigorous efforts are being made 
to avoid small order costs, partially or wholly to elimi¬ 
nate them, and to pass them on. It is chiefly in the first 
and sewnd types of effort that sweeping changes in 
marketing methods, which are having far-reaching 
effects on general structure, are lx»ing adopted. 

In the changes that result there is added strength for 
the chain store and probably an added weakness for the 
small dealer. The wdiolesaler may stand to profit, par¬ 
ticularly if strategically located at an important car 
breaking point. There is reason to believe that the pub¬ 
lic warehouse will gain, and it is practically certain 
that the specialist in carloading and forwarding is ris¬ 
ing to a new prominence. 

To the extent that methods of “ passing on ” costa are 
employed—and it is considerable—the incidence of the 


••February 9, 1929. 
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added costs of small orders tends to reach the consumer. 
There is no doubt that the consumer is at present affected 
by such costs. Two facts must 1 h» rememl>cred, however. 
First, there are great compensations in other elements of 
the system of which small orders arc a part, particularly 
in the matter of the lower stix*k burden. It is more than 
probable tliat these compensations more than make up 
for the costs addt‘d by smaller units of tra<le. S(*cond, 
the added costs—to a large extent in some industries— 
are the result of the ])eculiarities of freight rate struc¬ 
ture. If the ditTerenc(‘s iK^tween carload and less than 
carload rates should disa}>pear, the apparent added costs 
of small orders would 1 h* greatly atfeetetl. This, of 
course, is far from saying that the cost to .society would 
go, Tf the j)resent difference in carload and le.ss than 
oarload rates represents an actual difference in costs of 
<*arriage, it would only mean that the incidence of the 
oost would fall on the carriers, Tf the difference is too 
great, tlje (‘arriers are at |»resent protiring fn>m .small 
order .shipment.s; if too small, they an* sharing the cost. 

The problem f<u’ s<K*iety i.s tin* determination of the 
.size of unit which for eaeh type of goods i.s the most 
economical to handle under the varied circumstances 
of trade and the devising of a metho<l of determining the 
reward necessary for having goods handled in units of 
those sizes. There is rea.son to l>elieve that competition 
is not a wholly satisfactory method of determining this 
most economical size of unit, or of ascertaining a rea¬ 
sonable compensation; there is rea.son to believe that no 
other inethcKl yet suggested would be wholly satisfactory. 
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ARE THE NEW CONDITIONS NEW? 

Every attempt to look ahead is necessarily an under¬ 
taking to project a line into the future bv considering 
the past and the present. To this rule a forecast con¬ 
cerning hand-to-mouth buying is no exception. If the 
phenomena called hand-to-mouth buying are so new 
that the past contributes nothing by which the future 
may be foretold, we must depend upon the present 
alone. But to determine whether the past can make a 
contribution, its record must Ix' examined. In this 
chapter, therefore, we shall consider the past, asking 
first whether the conditions so commonly believed to 
have originated in the price collapse of 1920 are really 
new. If we find that hand-to-mouth buying is not new, 
we must note how frequently it has occurred, the con¬ 
ditions of its occurrence, and the causes to which it 
has been ascribed. In the next and final chapter we 
shall consider the present direction and intensity of 
the forces which our study up to that point has led us 
to believe are important in causing hand-to-mouth 
buying. On the basivS, then, of the past and the present 
we may make some estimate of the future. 

What then of the past? The limitations of trade 
statistics make it impracticable to carry quantitative 
methods very far into history; but by utilizing the 
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records of trade reporters, it is possible to study the 
attitudes and buying practices of merchants for many 
years. The reported attitudes and activities in several 
trades over long periods have been examined. What 
light do they throw on tho question: Are the new con¬ 
ditions new? 

I. A NINETY-YEAR RECORD OF DRY GOODS 
BUYING PRACTICE 

The trade reports in the dry goods industry were 
examined for the period This study shows 

clearly that hand-to-mouth buying is not new and that 
there is much in the past which points toward possible 
practices in the future.^ 

More than 7/7 years ago the symtotns of hand-to- 
mouth buying ivere accurately described and were at¬ 
tributed to developments udiich are believed to be im- 
portant today. In the year 1850 the reporter for IlunVs 
Merchants Magazine j)enncd the following statement:* 

Of late, the use of the telegraph, and the increase of railway 
communication, has served to prolong transactions through 
the year. 

The dealer can order goods, and receive them by express in 
almost any period of the year. The business, therefore, is now 

*For the period 1839-1865 Hunt's Merchants Magazine was 
used as a source. For the period 1866-1927 the source was The 
Commercial and Financial Chronicle. 

* The writer first pointed out the antiquity of hand-to-mouth 
buying in an address before the National Canners Association in 
January, 1928. Much of the data used here was presented at that 
time. See Canning Age, Convention Digest, 1928, p. 215. 

* This comment is indeed difficult to distinguish from many 
that were written between 1921 and 1928. The year 1850 was 
regarded as a prosperous one; was it “ profitless prosperity*’? 
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more distributed throughout the year, and there is no time 
when, as formerly, the dealer might say that his business is 
entirely quiet. 

Reports of what is less clearly hand-to-mouth buying 
but in which hesitation as to forward commitments 
and cautious purchasing is cited appeared many years 
before. The earliest noted was the comment of the 
market observer in the dry goods trade, expressing him 
self as follows in 1839: 

But at present we feel ourselves called upon to say that 
prudent merchants will husband their resources, be chary of 
their means, and extremely cautious in their commitments for 
some time to come* 

In 1843, there appeared the following: 

The dealer, aware that the only means in his power to meet 
the obligations [for his purchases] is by making cash sales to a 
corresponding amount, becomes careful not to buy more than 
he thinks he can sell. 

(The difficulties with the banking system had been mentioned 
ju.st before as a cause of hesitant bu>ang. The early part of 
the year had been one of depression; there was revival in the 
latter half. Author ] 

In (he period from the close of the Civil War through 
IS7() there irere experienced the saine trade phenom- 
eua which were experienced between 19 IS and 1928. 
They were given very modern explanations. In 1865, 
immediately at the close of the war, prices were firm, 
and there was a scramble for goods not unlike that of 
1919. On July 8, 1865, for example, the following 
report appeared: 

Commssion houses have but to receive, charge, and distrib¬ 
ute their goods as they reach the market, fixing their own 
prices, the jobbers being only too glad to get them. 


Excepting for the opening months, 1839 was a year of recession. 



426 


HAND-TO-MOUTH BUYING 


Almost immediately there was an evidence th^t high 
prices may retard trade; that hand-to-mouth buying 
can be brought about by inflated values. In reading 
the reports, one is reminded of the buyers' strike of 
1020. On July 20, one n'ads: 

The high prices of the past few weeks have been adhered to 
with such tenacity that trade has fallen off. 

Buying was fitfully good, then again feeble during 
the autumn. In NovcmlxT, 18G5, a comment was made 
which might as easily have l)een written in 1921: 

Buyers keep in mind the panic of last spring and conse¬ 
quently purchase only for their immediate wants. 

On March 17, following, the small order evil is 
stressed by the reporter who declared: 

But few goods are bought, and those only at the moment 
needed, and forwarded by express. It is said that the express 
companies were never Ix^fore doing such a business as at 
present in parcels of goods of all descriptions. 

With the coming of 1807 the definite trend toward 
hesitant buying l)ecamc even more marked. Nearly 
every week’s report wa.s in a vein similar to the fol¬ 
lowing : 

Jobbers as well as retailers decline to buy more than is 
necessary for immediate wants. 

Buyers take only such goods as their immediate wants 
require. 

The demand at this time is confined to the small lots neces¬ 
sary for immediate needs. 

There was slightly better business done during 1868, 
but reports of cautious buying w<*re constant. Buyers 
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were said to hold aloof and restrict their purchases to 
small orders. Trade, as reported on November 1, con 
tinned to be restricted to small orders to replenish 
broken stocks. 

In 1868 the actual phrase hand-io-moidh'' was 
med in the dry goods trade. Kepeatedly during that 
and the next two years are found the type of comments 
which have been so common in the current period. 
Says a comment on August 1, of 1868: 

Dealers feel indisposed to place any orders for goods which 
are not needed for immediate requirements; and it is generally 
presumed that this hand-to-mouth policy will rule among the 
trade until the new cotton crop comes on the market and 
gives some greater degree of stability to quotations. 

In 1869 it was again discovered that improved trans¬ 
portation w'as making possible lower inventories and 
more frequent purchases. On September 4, of that year, 
the following statement was made: 

The greatly improved facilities of transportation enable 
them [the dealers of the country] to place goods in their own 
stores much more rapidly than heretofore. And also . . . . 
the whole tendency of the past few years’ experience has been 
such as to make buyers very anxious and inclined to postpone 
purchases until the goods are absolutely needed. 

In 1869 the phrase hand-to-mouth ’’ was again 
used. But, more important, it was pointed out that the 
sellers of the central markets might look to a new order 
of things in which business would have less pronounced 
peaks of buying but more steady flow through the 
year—a now stabilization. Said the reporter on Oc¬ 
tober 30, of that year: 
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As it is, we can only look for a current demand from coun¬ 
try’ buyers to keep to their stocks; and while our city buyers 
miss the great rush of activity which formerly came in August 
and early September, they will find now a more steady demand 
prevailing during the balance of the season, because the un¬ 
certainties of business and the fluctuations of prices have led 
to a general hand-to-mouth business throughout the country, 
and this necessarily requires that purchases in this market 
shall be kept up with more or less regularity throughout the 
year. 

The annals of the year were closed with the comment 
that the principal business was being done by mail 
orders for goods recpiired to keep up assortments and 
that trad<* was almost entirely limited to small pur¬ 
chases. 

In lb TO a comment is made which is particularly 
like those which have been made since 1920 and from 
which one might infer that the reporter believed that 

modern improvements had made hand-to-mouth buy¬ 
ing an establi.^hed practice. Tie writes on July 16, of 
that year: 

The rapid means of conveyance to all parts of the country 
and the very low freight rates enable the interior merchants 
to take advantage of any reduction in prices and prevents the 
necessity of carrying large stocks at any time; the low rates 
of telegraphing also enable them to fill in orders for goods not 
on hand rapidly and without great expense, a way of doing 
business which is now largely increasing. 

The period just described was one in which manu¬ 
facturers, their sales agents, and jobbers might well 
have been disturbed. Excepting for a short time of 
excitement at the opening, prices were declining. More¬ 
over, the transportation facilities of the country were 
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expanding at a great pace (railroad mileage more than 
doubled during the eight years following the Civil 
War), opening new markets, upsetting old trade ad¬ 
justments, cutting costs of delivery in ways with which 
people had no experience, and all under a system of 
laissez-faire and competitive rate-cutting far less stable 
than the system which we have today. Certainly the 
troubles of sellers are not new, but the merchants of 
those days had certain difficulties which have been in 
considerable measure surmounted. Before the National 
Banking Act in 1803 tlie instability of the banking 
structure as a cause of hesitant buying brought com¬ 
ment from the market reporters. Following the Civil 
War there was, among other troubles, paper currency, 
the uncertain value of which was a strong force tending 
toward small orders and commitments not far in ad¬ 
vance. Stable money and a firm banking structure are 
now so taken for granted that we scarcely realize the 
<*ontribution which these have made towards business 
stability. 

The prartircs which we rail hand-fo-mouth huyitig 
were the rule rather than the exception in the dry goods 
trade from 1865 to 1897, The period 1865-1870 has 
been described in sufficient detail to need no further 
discussion, and it is perhaps unnecessary to give for 
each year the comment upon which this general con¬ 
clusion is based. There were, however, between 1865 
and 1807 only a few periods when good forward buying 
was reported. That hand-to-mouth buying was tem¬ 
porarily abandoned and that merchants were commit- 
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ting themselves freely in the dry goods trade is well 
evidenced only at the following times: 

The fall of 1871 and the year 1872, 

At least the first half of 1880, 

The latter part of 1886, 

The month of August, 1897. 

In 1871 and 1872 the country moved from a state 
of serious business depression to one of prosperity and 
widespread activity with an advance in commodity 
prices. Again in 1880 the country had grown from 
several years of industrial stagnation into a period of 
prosperity with firm and advancing prices in the cotton 
industry. In 1886 there was likewise a year of revival 
from the depression of 1883, 1881, and 1885. In the 
middle of 1897 a revival in business was under way. 
More important than the general Imsiness revival, 
perhaps, were the advancing prices in that year, specifi¬ 
cally in the cotton textiles market. This was the 
beginning of a change in the general trend of cotton 
goods prices which was downward from 1865 until that 
year. 

Forward buying /mx been more common in the dry 
goods trade since lSi)7 than before. It is reported in 
significant amount in February and March of 1899, a 
period of pro.sperity with firm or advancing prices in 
dry goods. There was a noticeable spurt of buying 
activity in the fall of 1901, apparently influenced by 
advancing prices in dry goods. In 1907 heavy advance 
purchases were reported until September; during all 
of this period prices were firm or advancing; and the 
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country generally was prosperous. With the money 
panic of the autumn, however, buying attitudes changed 
abruptly. In 1912 and the first part of 1913, during 
a period of prosperity, and accompanied also by firm 
and advancing prices in dry goods, there was activity 
in forward buying. Frequently reports were made that 
buyers were covering future needs and that sales were 
expanding, ilanufacturers in 1912 appear to have been 
caught somewhat short of the demands of their cus¬ 
tomers. In 1913 manufacturers were unable to satisfy 
their buyers but curtailed their activities, fearful of 
impending tariff legislation. It was apparently a year 
of hand'to-moufh manxifacturing of dry goods. In 1915, 
again with advancing prices and general prosperity, 
buyers began to make purchases freely. They bought 
freely also in 1910, in the latter part of 1917, and the 
early half of 1918. This was perhaps the longest stretch 
of continued vigorous forward buying in this industry 
in the whole period examined. With the close of the 
war, great conservatism in commitments became the 
rule; but beginning in the middle of 1919 and lasting 
until the spring of 1920, buyers struggled wildly to get 
goods. From the spring of 1920 hand-to-mouth at¬ 
titudes prevailed until the fall of 1922, when there 
came a recurrent note of better forward buying. This 
activity lasted into the early part of 1923, then became 
more quiet, reviving slightly in the fall. While 1924, 
1925, and 1926 were again years of hand-to-mouth 
buying, comments were rather frequent in the spring 
of 1927 that ‘^demand has been increasing,’^ that 
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mills are well sold ahead/^ and that commitments 
• providing for future requirements are very satisfac¬ 
tory.” In the fall of 1927, however, hand-to-mouth 
buying was again generally reported. 

Certain facts stand out from a study of trade com¬ 
ment in the dry goods industry: 

1. The phenomena which we call hand-to-mouth buy¬ 
ing have been the rule rather than the exception in the 
dry goods trade since 18^)5. They have existed to con¬ 
siderable degree in every period of general depression 
and decline of prices in the indnsiry but have by no 
means always disappeared in periods of comparative 
prosperity. The period 1805-1899 was oiu' of more 
continuously conservative buying ])racticc than the 
period since 1899. The former was a period of down¬ 
ward price trend, the latter of rising prices, until 1921. 

2. The causes to which hand-to-mouth buying in the 
dry goods trade has been attributed include unsound 
money, weak banking structure, prospective tariff 
changes, improved railroad service, low freight rates, 
improved express service, improved communication, 
extremely high prices, falling prices, and the threat of 
falling prices. 

3. The more speculative buying of the twentieth cen¬ 
tury rose rapidly to a climax in the years 1915-1919. 
Futures buying has occasionally been reported to be 
^^good” since 1920. It was so reported in the fall of 
1922, and in the spring of 1927. 
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11. THE RECORD OF SHOE BUYING 

Market attitudes and practices in the shoe trade were 
studied from the middle of the seventies through 1927. 

The conditions which we call hand-to-mouth buying 
were wort'ying manufacturers and jobbers in the shoe 
trade more than half a century agof On August 6, 1874, 
it was reported from Philadelphia: 

Shoe dealers have given their orders only for such goods 
as are most saleable, or for just enough to supply the wants 
of their customers; but in the meantime, should circumstances 
alter the present state of the market, they will duplicate in 
larger amounts. 

On August 20, a similar comment was made: 

Country buyers are not buying heavily just now but are 
confining themselves to small lots. 

Again, on August 27: 

Buyers are few .... and, as reported, are not overly 
anxious to place their orders over what they actually want. 

Present season has been noted for small size orders. 

Tn 1874 we find ^‘shoe styles'^ advanced as a cause 
of such hesitant buying. For example, in the report 
on August fi, of that year, from Boston: 

There are so many different kinds that the buyer has to 
purchase sparingly of each, until he finds out by sending off 
his runners which style of them will take. 

As the fall advanced we find present other phenom¬ 
ena familiar in the present hand-to-mouth era. Again 
from Boston came the report in September: 

Our buyers are doing well; their custonaers are buying little 
and often. 

•The data cited ore comments secured from The Boot and 
Shoe Recorder, 

29 
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in October from New York was the report: 

Good business in sorting np orders. 

In 1875 haiicl-to-mouth conditions continued. In 
January it was reported of the Xew York market: 

The fact must be in mind that no more j^oods will lx? bought 
than required, and retail dealers are not going to purchase 
stocks ahead of their actual requirements. 

Philadelphia reported in February: 

Dealers are not buying heavily but cautiously. 

Xew York reported in the same month: 

They have bought sparingly of such g(M)(ls as they are cer¬ 
tain to require, but there is a not able iihsciua* of speculative 
purchases. 

Frequently through these comments, in 1875, one 
finds the statement that tnall orders are cornmon and 
believed to Ik* increasing. And in the spring of 1875 
we were told that tin' terhniifue of manufarlvring shoef^ 
had so improved and that hiisiness had herome so sprca/1 
through the year that bny(*rs might feel justified in 
proceeding with caution. It was reported in Boston, 
for example, that: 

Few are inclined to risk tho c.irrying of much stocks, par- 
ticulariy when, by the use of the improved machinery that i.s 
possessed, a year’s recjuirenjent.*^ can i)e .«upplied in six months. 

And in New York: 

Stocks in warehouses are not heavy, for this time of year, 
but then the demand has become so scattererl or rather 
flistrihnted through so murh longer o time that it i.s not 
necessary to lay in such heavy stocks as were formerly re¬ 
quired at one time, as any specialty can l»e renewed in a few 
days* notice. 
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So the comment ran replete with all, or nearly all, 
of the phrases with which we have become familiar in 
the past few years: Purchases are confined to actual 
requirements/’ Buyers are making their purchases 
cautiously.” ‘‘ Sales are largely composed of assorted 
lots .... often IxMiig obliged to break cases. 

And the cry of overproduction was raised. Tn May 
of 1875, one finds the comment from Boston: 

The manufacturing of boots and shoes is so much o\'erdone 
that it would seem now time to put a stop to overproduction. 

[Moreover, the efficient conditions which transporta¬ 
tion had reached left little to be desired, for as a Xew 
York comment said: 

The dealers in the interior seemed determined to purchase 
no more goods than they ab^^lutely need and depend upon 
the quick facilities of transportation to keep their stocks up to 
the mark by fr('(juent small orders. 

.\gain in the spring of 1876 we read: 

The facilities of transportation make this manner of doing 
business much more feasible than formerly, 

causing dealers, as a report of the same month said, to 
buy just enough goods to see them through from weeh 
lo week. Indeed in the summer of 1876, we find the 
statement: 

Buyers do not- call on warehouses as formerly, but generalhj 
order by mail as goods are wanted. 

The phrdse “ handdo mouth "" is at least 50 years old 
in the shoe trade. Conditions appeared somewhat mon^ 
satisfactory to manufacturers in 1^77, but it was in 
August of that year that from Boston came the report * 
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The drummers are sending in small orders. Some manu¬ 
facturers seem to think that the western buyers will purchase 
what they need through the fall in a hand-to-mouth way. 

Buying in the shoe markets from 187U through 1898 
was much more commonly hand-to-mouth buying than 
forward buying. The periods when any considerable 
forward buying was being done arc comparatively few. 
It was reported in the shoe markets in appreciable 
degree only in the following periods: 

The autumn of 1876, 

The latter part of 1879 and the first quarter of 1880, 
August and September, 1882, 

August and September, 1888, 

The siunmer and autumn of 1890 

In all other periods there is complaint of hesitS' 
tion,” no futures/’ immediate need only,” hand- 
to-mouth buying.” During the periods of forward buy¬ 
ing we have comment much like that which existed in 
the period between 1916 and 1921. In August, 1879, 
for example, one finds the report from Xew York: 

Orders are coming in earlier than last year and for large 
lots; buyers seem to be making their purchases now in 
anticipation of an increasing price later in the season. 

And again from Xew York in Septenilx?r: 

Sales up to the present show a marked increase over those 
of a corresponding period of la.st year. 

And from Boston: 

From all sections of the land the report comes that we have 
entered fully into a season of permanent pro8i>erity. 

And again from Boston in November, 1879: 

The q;)ring trade has opened with vigor and in all varioils 
branches some very large orders have been given. 
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In 1880 there appeared similar comments. From 
New York, in January, came the statement: 

Dealers are making their contracts much earlier and for 
more extensive lines than they have heretofore been in the 
habit of doing. 

A little later Philadelphia reported: 

Orders from the salesmen are for much larger lines than 
was expected. 

And in February it was reported from Boston: 

Not for many years, if ever, have there l^een so many orders 
in the hands of manufacturers that are as yet un-made as at 
present. 

Foncard buying opposed to hand-to-mouth buying 
became the common rule in the shoe industry beginning 
about 1S99, There were slight intimations of better 
buying in 1808, but on the whole the outbreak of the 
Spanish-American war seems to have had little effect. 
For the most part the reports of that year indicated 
numerous orders for small lots and for immediate 
delivery. But in 1809 a different tune began with 
spring sales. The season has been prolonged,” we 
were told in April. And a little later: 

Orders have come in earlier than usual for fall goods. 

By the middle of the summer of 1899 we find the 
comment: 

Some manufacturers are literally buried in orders. 

The year 1900 showed a very much more conservative 
feeling in the trade, but in 1901 everyone was again 
flooded with orders for future shipments. From this 
time on there are comparatively few years when good 
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buying ahead is not reported at least in certain months. 
An exception is 190(5, as is also 1914, but in every other 
year from 1900 until U921 forward buying o<*curred. 

The period from 1900 until early in 1920 was a 
period of almost continuously advancing ju-ices for 
shoes. There were slight declines in (*(*rtain ytnirs, but 
during the period as a whole there was a strong swing 
upward. From 1900 to 1910 tlie rise was slow, but in 
1920 it reached a point higher than any at which shoes 
liad sold for 00 years. From 1912 the advaiujc in prices 
was rapid and from 1910 until the break incomparable 
to anything since the Civil War. 

The conclusions which may 1m* drawn from the past 
of the shoe trade are for the most part similar to those 
reached from the surv(*y of dry goods; yet there arc 
some differenc(*s. The conclusions may be stated : 

1. It is clear that haml-to-month buying of s1uk\s, as 
of dry goods, is not new. It has l)een a recurrent 
phenomenon, iKung the rule rather than the «*.\c(*ption 
prior to 1899 and lK*coming the exception thereafter. 

2. While hand-to-mouth buying in shoes has been 
attributed to many of the caus(*s noted earlier—pro¬ 
spective and real price declines, cjuickened facilities oi 
tran.sportation, l>etter communication—certain other 
causes are given as important. Th(*.H(» include fashions 
and an improved technique? of manufacture, making it 
possible to make the product in “ shorter order” than 
ever before and promising a new stabilization in pro¬ 
duction. The practice of mail ordering seems also to 
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have been a more important influence in this industry 
than in tlie dry goods trade. 

3. Study of the two trades demonstrates that hand-to- 
mouth buying must be regarded as a phenomenon of a 
particular industry as well as of general business. In 
30 odd years of cautious buying preceding the turn of 
the century, gfK)d forward buying was frequently ex- 
liibited in one trade when there was no report of it in 
tin* otlier. Th(*re was m)ted good forward buying as 
follows: 

In Shoes In Dry Goods 

Autumn of 1870 

Latter part of 1870 

First quarter of 1880 First half of 1880 

August and Seidemher, 1882 

Latter part of 1886 

.August and Septomher, ISSvS 

Summer and autumn, 1890 

August, 1897 

Spring, 1899 

Summer, 1899 

4. Cx'rtain changes in the organization of the shoe 
trade are remarked during the years considered. It was 
the joblKU* to whom the manufactunT formerly turned 
more largely for his orders and whose hand-to*inouth 
tactics disturWd him. It was the jobber in turn who was 
worried by the procrastinating purchases of the country 
merchants. The jobln'r is less important now than in 
an earlier era. A larger percentage of shoes are sold by 
the manufacturer directly to the retailer. To what ex¬ 
tent this change is due to change in the size of mauu- 
faeuring plants; to what extent it results from the efforts 
of manufactunu's to push their own brands through 
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advertising, and their strivings toward better control of 
their market; to what extent it is due to the increased 
importance of mail order houses and department stores 
as shoe vendors, shoe manufacturers are reasonably 
able to judge. The net effect, however, is to make hand- 
to-mouth buying an easier problem for the manufac¬ 
turer. It may be true that he can no longer find jobbers 
who may be beguiled into carrying stocks, but there 
never were jobbers who would do that satisfactorily 
when they anticipated price declines. Where jobbers did 
find themselves loaded with overpriced merchandise 
the manufacturer could hardly hope to profit by the de¬ 
moralized market that resulted. In making the nice ad¬ 
justment to purchases, that are called for under con¬ 
ditions of hand-to-mouth buying, the manufacturer 
gains by being as close to dealers as po.ssible. In selling 
direct he is at once l>etter able to sense demand and to 
influence it. 

III. CHANGES IN BUYING PRACTICES IN CERTAIN 
OTHER TRADES 

The discussion of the order basis for steel, canned 
foods, oak flooring, and other products, and the charts 
considered therewith, have already made it clear that 
hand-to-mouth buying in those industries is by no means 
solely a post-war phenomenon. It is unnecessary, there¬ 
fore, in this chapter to review for a long periotl of years 
the trade comments for these products. A few observa¬ 
tions are sufficient to serve as a check on the quantitative 
data considered earlier. 

Market reports on iron and steel, lumber, and canned 
foods support the quantitative data already presented. 



ARE THE NEW CONDITIONS NEW? 


441 


A study of the reports on iron and steel through two 
periods of decline and revival shows clearly that buying 
practices have shifted significantly from time to time, 
and that hand-to-mouth buying has been long known and 
named in the trade.* In 1912 orders for steel were being 
placed well in advance. There was no complaint of 
hand-to-mouth buying, but in 1913 the reports stated 
that there had been a reversal of buying practices. This 
continued until 1915, when it was reported: There 
is a runaway ste(d market in every sense of the term.*’ 
With the exception of a period of strong governmental 
influence during the war, this vigorous market con¬ 
tinued until 1921, when hand-to-mouth buying appeared. 
In 1923, however, there was again what was reported to 
be a buoyant • ^ market. Since the fall of that year, 
however, very conservative buying practices have pre¬ 
vailed. .V survey of the charts on pages 54-61 will show 
that in the “ runaway ’’ and buoyant periods the 
order basis grew rapidly. 

In the luml)er industry buying practices have also 
shifted.’ Even within the past ten years there have 
lx?en several changes of attitude. While in the first part 
of 1919 there was complaint of hand-to-mouth buying, 
the actual term l)eing used, the market was said to be 
running wild by April. By October of that same year 

buying had become cautious.’’ But the following 
spring it was again very active, continuing with con- 

•The reports on buying practices as they appeared in the Iron 
Age were read from 1912 through 1927. 

^Market comments on this industry were studied in Lumber. 
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siderable strength until the fall of 1925. Since that 
period it has been upon a hand-to-mouth basis. 

Huying practices in the food trades also show marked 
changes over a period of years. Not only does the plac¬ 
ing of future orders for canned goods wax and wane, but 
there are times when large orders will \)o placed for peas, 
and buying of corn will he extremely conservative.* Over 
a period of 20 years the mark(‘t coniiiuuit supports the 
variations in trade practices which have already been 
disclosed by quantitative data earlier (‘xamined. 

Certain general conclusii)ns s(‘em justified from this 
look into the past. 

If the correlation between a declining price and hesi¬ 
tant buying found in the industries studied holds true 
in general, haml-to-rnouth buying must have been the 
common rather than the uncommon practice in Ameri¬ 
can business for many years following the Civil ITar. It 
must have Ikhmi inu<*h less common from 1900 to 1920. 
Iniinedately at the close of the ('ivil War there was, in 
certain goo<ls, an advance in prices, hiit this momentary 
situation was followcnl by a long price decline for many 
commodities. The evidence indicates that with the ex¬ 
ception of brief intervals buyers practiced hand-to- 
mouth buying vigorously through that decline. But 
just before the lx?ginning of this century general prices 
turned upward, and the rise continin*d until the close 
of the World War. There were periods of very restricted 
buying Ixjtwcen 1900 and 1920, but the long steady ad- 

* Market comment in The Conner was examined for a period 
ii( 20 yearn. 



ARE THE NEW CONDITIONS NEW? 


443 


varice in prices of many commodities caused buyers con¬ 
siderably to modify the caution of the earlier era. It 
was far easier to buy fr(H‘ly and buy right after 1000 
than it had been in the last thinl of the preceding 
(Muiturv. 

Rather than tin.* shock (>f a n(*w busin(‘ss (experience, 
the hand-to-mouth buying lx‘ginuing in 1920 was the 
shuck of hand-tomouth buying (in a rather intensive 
form) \ipoii a seller’s mind which had Ikhui softened by 
t w<j decades of rising j^rices (*nding in three or four years 
of a market orgy. It was imheed a new experience for 
most of the Imsiness men actually concerned, for the 
turnover of executiv(*s since the change at the turn of 
the century had iK'en extensive. But it was far from a 
new expi^rieuce to the institution of business. 

Although hand-to-mouth buying has been greatly in¬ 
fluenced by the general conditions of business, it is 
not controlled by that alone. Buying practices are highly 
s(‘usitive to the conditions and particularly the prices in 
the particular trade. In ^^>97, following a long period 
of hand-to-mouth buying, there was advance ordering 
on a good scale in the dry goods market. It was two years 
later l)efore a similar turn for the l)etter took place, 
following the long period of hand-to-mouth buying, in 
the sh<x> trade. The occurreiu'e of strong forward buy¬ 
ing breaking through an era of hand-to-mouth buying in 
one of these' industrii^s while hesitant buying continued 
in the other has btH'ii discusst'd fully on page 439. In 
the canning industry there have In'en periods when 
there was vigorous forward buying of one vegetable and 
hand-to-mouth buying of others. The so-called buyers’ 
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strike of 1920 ’’ began in April of that year in the can¬ 
ning industry; it was Septeml>er before it was clearly 
defined in the steel trade. 

In its frequent recurrences hand-to-mouth buying has 
been the same, yet a different thing. This is because 
hand-to-mouth buying is compounded of three elements: 
one is an attitude of conservatism in buying; another is 
the physical condition and organization of the machin¬ 
ery through which trade operates. The tliird is a tech¬ 
nique of manufacture or of storage which makes produc¬ 
tion or shipment, or both, possible on short order. The 
attitude of conservatism grows from such factors as gen¬ 
eral business depression; falling prices, or very high 
prices, in the particular industry concerned; unstable 
hanking or money conditions; unfavorable tariff or other 
legislation; or fashion factors. As these have varied in 
seriousness, the attitude of caution has varied in inten¬ 
sity, The mechanics of trade involved are such matters 
as transportation and communication agencies, both as 
regards their physical development and their organiza¬ 
tion for making quick deliveries and low rates. Most im¬ 
portant in the third factor are those constantly intro¬ 
duced methods which speed up manufacture. When a 
more rapid manufacturing technique has developed in 
an industry, when transport is faster, the same degree of 
caution means a greater degree of hand-to-mouth buying. 
There is, in purchasing practice, a variable attitude oper¬ 
ating upon a variable physical basis. The attitude may 
change from the fear found in a buyers’ strike to the 
recklessness displayed in wild inventory speculation. 
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But the physical basis of trade has tended constantly to 
improve, making possible smaller orders, orders less far 
in advance, and a steadier flow of trade. Although con¬ 
tinuous, this expansion and improvement has not been 
altogether steady, so that sellers have at times been able 
to settle into a condition of comparative permanence in 
their trade adjustments. From such a condition, how¬ 
ever, they have been frequently, and sometimes sharply, 
aroused by a recognition of the fact that mechanical 
progress has disturbed the old arrangements. In the 
more detailed comment the announcements of the effect 
of railroad expansion, of rate reduction, of the develop¬ 
ment of express and mail service, and of the telegraph 
have exemplified the recognition of such disturbing 
movements.* 

There is ever and again a most significant truth in 
such comments as: But things are different now; for 
example, consider modern transportation.’’ While it is 
obvious that the commentators of 1850 regard as marvel¬ 
ous transportation facilities which seem ludicrously an¬ 
tiquated to us, consider what the coming of railroads 
and the railroading advances of those days meant to 
business men who had regarded canals as a gigantic step 
forward in rapid transportation and communication. 
Such improvements must have brought quite as great 
changes in market relationships as those being made to¬ 
day. Improvements, like most other things, are relative. 

Hand-to-motUh buying in the present era is more 
severe than in earlier periods. The desire to be cautious 

* At will be pointed out in the next chapter, rapid changes are 
at preaent under way. 
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is no greater, but mechanical improvements make it 
possible for the buyer to buy less far ahead, to demand 
quicker delivery, to require smaller units than was ever 
the case Ix^fore. Moreover, the buyer works now with an 
improved knowhnlge of his own business affairs. He is 
a better informed buyer and a better trained manager of 
his business than was formerly tlie case. Further, he is 
more desirous of achieving what he regards as a good 
management than he has ever been IxTore. There has 
developed a creed of management the subscribers to 
whi(‘h Ix'corne more numerous daily. The articles of the 
faith are those of th<' engineer rather than tin* (‘iiter- 
priser. d'hey urge toward planning rather than specu¬ 
lation in buying.*'’ 

Finally, a review of past buying j)ra(*ri(‘es brings the 
conclusion that the state of the mechanical equipment 
of production and of trade furnishes the minimum be¬ 
yond which buyers cannot carry their almost always ex¬ 
isting proclivities toward conservatism. I'he degree of 
hand-to-mouth buying which can exist in this or another 
era (if this docs not continue) depends, finally, more 
upon advances in production methods and in communi¬ 
cation and transportation than ui>on any other factors. 
So matter how strong our desire for shortening the 
period between posse.ssing our.selves of raw material and 
placing the product in the hand.s of the consumer, the 
physical task of production cannot be avoided. The 
celerity of the production process lies not in wi.shing 
but in men and machines. 


••Hee also pp. 
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CURRENT TRENDS AND THE OUTLOOK* 


The survey of trade practices over a series of years 
and in a numl)er of industries has made it evident that 
hand-to-mouth hiiying may be ascribed to forces some 
of which arc recurrent and affect chiefly the attitudes 
of buyers, and some of which are technical and which 
are not only more or less continuous but tend to become 
continuously more i‘ffective.‘ Tin* outlook for hand-to- 
mouth buying, or the outlook for its severitj", depends 
upon the stress and strain of these forces and upon others 
which they generates The forces which other forces gen¬ 
erate arc an extremely important consideration; for 
when we begin a discussion of the origin and perma¬ 
nency of economic institutions, we venture into that 
confusing land of social relationships where causes are 
also effects, and effe<’ts causes, and where either may 
start as one and ])n‘S(*ntIy become the <^ther. 

* In view of the conclusions which have been given in the 
various chapters or divisions of the book, it appears unnecessary 
to Rumniarixe in this final chapter. 

Hand-to-Mouth Buying.” a Bulletin issued by The Policy¬ 
holders Service Bureau of the Metropolitan Life Insurance 
Company in 1027, consist*? of a collection of statements on the 
subject, in many of which so-called “causes” are given. 

A good presentation of what have commonly bsen spoken of 
since 1021 as the of hand-to-mouth buying is that made 

by Clark. F. K.. American Eronnmir. Rrrirw SupjHrmrnf^ March. 

\m. 


H7 
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The most fruitful way to consider the outlook for 
hand-to-mouth buying is, therefore, to examine briefly 
the more important factors which are operating, giving 
heed to their current trends and to developments which 
are, or may be, generated by these trends. While all 
the forces ultimately center in price movements or 
costs of operations, those which are suggested both by 
historical survey and current analysis as demanding 
attention are:* 

1. The general business attitude toward buying, 

2. The penetration of engineering ideals into tnule i)ractiee, 

3. Price trends, 

4. Elements of style, 

6. Improved communication, 

6. Improvements in transportation. 

So long as business coniinues there will be a desire 
to buy at the right place, from the right person, at the 
right time, and in the right quantity, Xo business man, 
old or new, probably would be willing to admit that he 
was thoughtless of any of these elements of good buying. 
Tn judging them he has had to consider not only the 
risk of buying too far in advance but of not buying in 
time; the dangers of too small as well as of too large 
inventories (there are many stories current of merchants 
who have suffered serious losses because of a shortage 
of goods or because of carrying too few varieties in 
their efforts to keep down stocks) ; of not having style 
goods as well as of having on hand those which are out 

* In addition to those listed, the quickened technique of manu¬ 
facturing is very important, but this is so definitely a matter of 
specific industries that there seems little point in diaeuasSng it 
generally. 
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of style; of prices rising as well as falling. But the 
effort to buy right in all particulars, as was suggested 
in the last chapter, may be much stronger at some times 
than others and all the mechanical factors in the situa¬ 
tion change. In so far, however, as the purpose of 
business men is essentially to take pay for a service 
rather than to profit from speculation, their attitude is 
constantly a strong force working towards the charac¬ 
teristics of trade which are called hand-to-mouth buying. 

A variety of agencies have been, and are, combining 
to put into trade the ideals and methods of engineering. 
These forces are various expressions of the steady in¬ 
vasion of exact knowledge into the realm where ex¬ 
perience, judgment, and shrewdness were once con¬ 
sidered supreme. This movement is by no means a 
matter of the last few decades. Commercial arithmetic 
and accounting had gone far in the business of the 
Italian cities even before the Crusades. In our own 
country the enormous growth of business colleges, be¬ 
ginning about 1825, and reaching its peak in 1920 
with an enrollment of 336,000 students, is an indica¬ 
tion of a growing use which business has been making 
of figures and records. Its growth is shown also by a 
demand for similar training in public high schools.* 
Engineering ideals made a more significant inroad into 
American business in the latter half of the nineteenth 
century. The acceptance of a more scientific Whnology 
in manufacture, and the e.xpanding scale of operations 

* There are now approximately half a million students in high 
school commercial courses. 

30 
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approximated a revolution in American industry com¬ 
parable to that which had l)een under way in England 
for more than 50 years. A formal engineering training 
became a valuable asset in manufacturing. This fact 
plus the rapid development of engineering schools 
brought many traimnl engineers into the production 
phases of business.^ The engineering ideal is one of pre¬ 
planning of an operation or of ndat(‘d operations on the 
basis of accurate cahndation, and tin* ex(‘cution of the 
plan !)y standard pr<K‘ednrc*s. 'riio a<‘ooptanee of engi¬ 
neering ideals in production has. particularly during the 
past 15 years, hx'en working its way into buying and sell¬ 
ing activities. The mon* n‘<*ent lit(*rat\ire of marketing 
is full of such phras<*s as “ mark(*t r(*st*arch/’ “ sales 
budgets,'' purchasing scln‘dules," “ (*ommercial cost 
accounting,'^ “ standardization and control," “ sales 
engineering.’’ These* an* tin* phrases cd (*xa(*t plans and 
methods, phrases expressing tin* j)liilosophy of the (»ngi- 
neer. Tin* id<*als of this movem(*nt have* indeed lKM*ome 
to some degree* goals in tln*m,se*lv<*s; re*se'arch, planning, 
turnover, and control have* lM*e*onn* enels as we*ll as means. 
Merchants not only vie* with e)ni* ane>th(*r to excel in 
stex*k turn but strive te> make an “ i<U*al " average or 
“ normal mark. K<*<*ping sah’s costs 1k*1ow a ‘‘ common 
figure " i.s an object. Ke*pe>rts of succe.s.sful studies " 

*If we c^nit the United Stnte.s Militar>' Academy, the first 
engineering school in the U. S. was the Rensselaer Polytechnic 
Institute founded in 1824. The real growth of engineering schools 
in Ameyiea however, nime after 1862, with the passage of the 
Morrill Land Grant College Act, providing for the creation of 
colleges of engineering and n^culture. This Art. supnlemented 
by the so-called S^*con<l Morrill Act of 1890, is sai<l to nave been 
respfmsible for the establishment, by 1915, of 67 institutions. 
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and “ control methods ’’ are made with pride at business 
meetingSL 

The expansion of planning in trade has been 
greatly aided by the growth of collegiate schools of 
business. Although the Wharton Sclux)l of Finance and 
Economy (later called tln‘ Wharton School of Finance 
and Commerce) was f<)und(‘d in 1885, this movement 
has really been a movement of the twentieth century, as 
no other similar schools w(‘re announced until 1898. 
It is since 1910 that its growth has lx»en remarkable. 
105 schools oflFering collegiate business education being 
established in the period 1910-1925." These schools are 
primarily schools of managtmient, management taught 
essentially as exact knowl(‘dge bas(‘d on exact records 
and exact planning applied to business affairs. 

Supplementing tlu'se formal agencies there has de- 
velo]>ed a trade* and commercial press which has made 
the business man conscious of his problems as \w has 
never b(*c»n conscious l>efore. In addition to private 
('fforts, the* work of gove‘rnmcnt ag(‘ncie‘s has Ix'cn im¬ 
portant in cr(‘ating and in raising business standards. 
l^arti<*ularly important have* Ihhmi the l)e}>artment of 
Agriculture and flu* Department of Commerce. Both of 
these are enormous agencies of business research ami 
education, the latter expanding \inder the energetic di¬ 
rection of Mr. Hoover from a staff of 11.294 and a 
budget of $22,000,000 in 1920 to a staff of 15,858 and a 
budget of $37,500,000 in 192S. For approximately a 
decade it has been bringing together an array of figures 

• Ruml. Fninces. in The CoUegiotv Scfwol of Bmithots, edited bv 
L. C. Marshall, p. 62. 
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and making studies in a variety of specific business 
problems which have not only greatly stimulated the 
thought of business men but have given methods and ma¬ 
terials with which they could work. 

Will these forces continue to make buying more 
planned, more conservative, more knowledgeful and less 
speculative? There seems every reason to believe that 
they will. Businesses are utilizing trained men; they 
are paying generously for the information furnished by 
private research agiuicies; and they are supporting vig¬ 
orously the research of government agencies. 

Both general and particular price movements will 
have important effects on hand-to-mouth buying. It is 
unnecessary to repeat the common sense fact so fre¬ 
quently supported in Chapter XXII that declines in 
price lead to an added conservatism in buying. It would 
be out of place also to attempt here an exhaustive analy¬ 
sis of the possibilities of price changes in the future. 
It is worth while, however, to be reminded that the evi¬ 
dence has shown that buying practices in a particular 
industry appear to be quite as much, or more, influenced 
by price movements in that industry as they do by the 
general price level, and to realize that the so-called price 
level is a composite of many prices which may have 
acted very differently individually. The chart on page 
453 illustrates the divergent movements of the prices 
for several commodities over a series of years. One 
would hardly expect the same buying attitudes to have 
prevailed at every period in each of these industries as 
in every other one. Prices, it should also be remembered, 
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may work in devious ways. A price rise may stimulate 
forward buying, but cases have been given where an ex¬ 
treme price advance caused a complete stoppage of 
purchases. 

Fashion and style have mixed influences upon hand- 
lo-mouih haying. It is commonly said—and no doubt 

liBLATivE Prices of Four Commodities, at Wholesale, 1896-1913, 
WITH Lines of Trend** 

(1896= 100) 
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** Rcprotluced from Mills, Frederick C., The Behavior oj Prices, 
National Bureau of Economic Research, Inc., 1927, p. 65. 

with truth—that style influences have played an im¬ 
portant part in buying practices since 1920. In certain 
lines of goods, of w^hich shoes are an example, style ele¬ 
ments have been very marked. A leading Chicago re¬ 
tailer of shoes has made the following change in the 
number of styles carried: 


Men’s Women’s 
Year Styles Styles 

1920 . 175 500 

1928 . 375 1,000 
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Another important retailer carried 307 lines in 1920 
equally divided between high and low shoes. In 1928 he 
carried 306 lines of low shoes. Style trend has (*ansed 
him to discard high shoes and double his variety of low 
shoes during the period. Hut this increase in variety is 
not all. It represents the situation only at a given time. 
Where formerly the same styles lasted typically for a 
season, he reports that he now constantly replaces styles 
as they b(H*ome sold out, thus selling betw(*en 600 and 
650 lines of low sh(X\s in a year. A large but some¬ 
what conservative middle Western manufacturer has in¬ 
creased his numl)ers from 450 in 1920 to appro.ximately 
800 in 192s. A large Eastern manufacturer who puts 
emphasis upon fashion lines was producing double the 
number of styles in 1927 that he was in 1921.* 

The violent changes in hosiery styles, of which every 
one has been aware, are thus d(‘seril)e(l by the president 
of the Holeproof Hosiery C'om})any.’ 

It was as fundamental as the law.^ of the Modes and the 
Persians that black stockinj^s .‘?hould accomi>any black shoes; 
brown stockings should lie worn with brown shoes; and white 
stockings with white shoes, . . . 

A change took place; skirts were shortened and women l>e- 
came educated to the wearing of silk stockings as a matter of 
daily occurrence. However, the color combinations I have 

* There i» a difference bfjtween varietii's and styles. The former 
term applies to ty|>es or lasts. There may l>e many styles or 
patterns of one variety produccKl. The same variety may appear 
in calf, snake, or cloth, etc. A “ mimheris one of these styles 
rather than a variety. A company may increase it.s numbers or 
styles and nevertheless reduce its varieties. 

^ A statement in Hand-to-Mouth Buying,” a Bullftin issued 
by the Metropolitan Life Insurance Company, Policyholders 
Ser\'ice Bureau, 1927, pp. 155-157. 
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described remained in effect. Suddenly, however, some woman 
conceived a new idea. Somewhere or other (I have never 
ascertained just where this took place), a leader in the world 
of fashion appeared wetiring black shoes and champagne col¬ 
ored stockings. The thing spread over the world like wildfire; 
and it was impossible for the manufacturer to meet the demand 
for champagne colored stockings. This style or color com¬ 
bination continued for a few months when some other lady 
conceived the idea of wearing gray shoes and gray stockings. 
As is usual in these things, the multitudes followed suit and 
women began besieging the stores in an attempt to match 
gray stockings and gray shoes. This was only the beginning 
of a color craze in hosiery. . . . 

Suddenly from gray stockings, the ladies the world over 
changed to flesh-colored, or what is known as nude shades of 
hasiery. This was the beginning of a (diaos. It was discovered 
by fashion designers and manufacturers of dye-stuffs that they 
could designate as many different shatles in flesh colors as there 
are colors in the rainbow. This, of course, brought about a 
situation which made it almost imjtossible for a merchant to 
place orders for any appreciable period in advance of his 
actual needs. . . . 

In addition we had to meet a similar .situation in connection 
with the manufacture of men’s hosiery and children’s hosiery. 
For nuiny years the style in mens hosier>’ called for what we 
call plain colors. This entailed the manufacture of only some 
eight or ten colors. In the last few years, however, the style 
in men's hosiery changeil to the tise of what we call fancy 
designs or novelties, which, of course, involved the proiluction 
of a great many more munbers in order to meet the popular 
demand. The same thing is true with regard to children's 
stockings. 

The stewk carried bv this ctuupaiiy in tin* three types 
mentioned, in 11)20 and in 1027, was as follows: 


1920. 480 items 

1927 . 6,006 items 
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Nor are style changes limited to wearing apparel. 
Plumbing manufacturers are urging design and color 
combinations formerly unthought of in kitchen and 
bathroom fixtures. Kitchens and bathrooms are to be 
costumed as well as equipped.* Automobile manufac 
turers are advertising hundreds of color combinations. 

It is indeed difficult to determine the extent to which 
there is a general increase in number of styles, as no 
careful eflFort to measure the change has been made. 
Striking illustrations are not difficult to give, but it is 
even easier to offer striking illustrations of simplification 
which has greatly reduce»l the number of patterns and 
types of certain commodities passing through trade. 
The two are opposing trends. At the moment it seems 
probable that the style influence is leading in consumers^ 
goods (although certain consumers^ goods are tending 
toward simplification), while the simplification trend 
has a strong lead in other fields. Style, and rapid style 
change, however, is not novel in human experience.* The 
study of trade comment in the preceding chapter showed 
that styles were more than once given in tlie nineteenth 


*The reader who still thinks in terms of the bathtubs and sinks 
of a decade ago may find verification for this statement in the 
following quotation from an advertisement which enjoyed a full 
page in the May 4, 1929, number of America’s most widely read 
weekly under the title “ What Well Dressed Kitchens Are 
Wearing.” ” Exquisitely styled, smart as a Paris frock, gleaming 

like a jewel in its sparkling chromium cloak.Nevrr-tamish- 

ing .... never wearing .... kept dazzling by simply wiping 
with a damp cloth .... this is the brilliant new Diamond sink 
fixture by Speakman. Sheer beauty imprisoned in sparkling 
metal.” 

•In this connection the reader will enjoy Nystrom, Paul, Eco^ 
nomics of Fashion, 1928. 
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century as a cause of hand-to-mouth buying. But it is 
important to realize that there has never been a time 
when producers were so well organized to push for style 
acceptance, when there was such a potent tool as present- 
day national advertising to aid them,*"" or when general 
prosperity made it so often possible for the consumer 
to gratify style wishes.” 

Rapid style change in consumption has, and will 
continue to have, curiously enough, some of the same 
effects on buying practices as improvements in manu¬ 
facturing technique. The former brings obsolescence 
in terms of appearance or design; the latter in terms 
of cost. Both factors will need to be watched closely 
as they affect individual industries, rather than in any 
general way. Careful as the buyer may be, style goods 
are risky goods. 

Finally, it must be remembered that the style 
element in goods is not merely the vogue. It is not 
merely the color, design, or what not that is “ in ” at 
the moment. Style element includes also a variety 
of choice at a given time. While the merchant may buy 
sparingly of each style of style goods, the variety of 
styles necessary may require more dollars’ worth of 
inventory than w’ould otherwise be the case. While he 

**The current campaign of The National Shoe Retailers* As¬ 
sociation with its purpose of emphasizing style in men’s shoes 
illustrates both points. 

^ While it is arguable that a rapid change of the consumer’s 
interest from one style to another results in waste, it is also 
arguable that if the consumer believes he can afford such change, 
the opportunity of gratification through following style should 
not be denied him. 
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will have fewer goods of any style to get out of date, 
he may have many more styles threatened with that 
condition. It may well be that the ‘‘ style element,’’ if 
a growing one, may make it unprofitable for a merchant 
to rednc(‘ the inventory or increase stcx'k turnover by 
any degree of conservative buying. 

Commutucnlion devices used as a remedif for hand- 
fo-mouth buying have become a pofenf cause of the 
practice. When business nuui, six or seven years ago, 
l>egaii to 1 k' conscious <»f an increasing unmlx'r of small 
orders and to snspiM^t tlH‘ nndin* costs of such orders, 
many of them instructed their salesmen to omit small 
customers from their routes and to substitute a tele¬ 
phone conversation bu* at least (‘very other oiu' of their 
r(‘gular calls. This plan became common for taking 
’* fill-in ” orders between regular seasons, and in lim‘s 
where small continuous ordering had greatly reduced 
seasonal ordering (as in sIhk’s; s(‘e (diapter IV) the 
telephone call cam<‘, often, to repla(a‘ a “r(‘gular" call. 
As sometimes organize<l the method of combining tele¬ 
phone calls with p(*rsonal (‘alls was p<»pularly naiiunl 
the stop and skip systcmi/' riu‘ (‘conomicvs of tele¬ 
phone selling have causcMl manufacturers and mer¬ 
chants to use it widely.” 

The telephone (*ompani(*s, however, have seem in this 
emergency u.se of the telephone a groat opportunity to 
establish telephone selling as a permanent method. They 

**A volume by J. George Frederick, Selling by Telephone, 
appeared in 1028 . Many of the advantages of “ selling by wire ** 
had been fimt presented by the telegraph coinpaniefi. 
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have, accordingly, organized their facilities for sales 
use and are selling their idea of utilization very energet¬ 
ically. The change has been in the use of tlie telephone 
in long distance calls for trade selling.” Telephone 
officials attribute to the growing use of the telephone in 
such work most of the following increase in the daily 
average number of long <listance telephone calls: 

Daily Averagt' 


1923 . 2 . 000,000 

1928 . 3 . 000.000 


The use of tin* t<d(*phon(» in .‘telling fits admirably 
into many oth(‘r trends of modern trade, particularly 
the declining b<*lief in high pressure selling and the 
growing interest in serviet*. Its extensive use was stim¬ 
ulated by small order buying, but the discovery of its 
effectiveness and its organized development have con¬ 
verted it into a cause of su<‘h luiying. Among current 
forces it must be eount(*d as one making for the con¬ 
tinuance and, to SOUK* extent, the increase of hand-to- 
mouth buying. 

Saihing is more Important for the permanency of 
hand-to'mouth buying than transportation improve- 
menis. It has Ix'en earlier suggested in these pages 


*• Amonjt the sales efforts of the telephone companies none 
probably is more effective or conducive to convenience and 
economy than the “ Key town plan/' which enables travelling 
representatives to cover their trade from a comparatively small 
number of selected so-called Key towns, chosen by the telephone 
company as those offerinK the greatest advantage of equipment, 
toll connections, and probable relationship to sales organisation 
already develope<l. The Key town telephone offices arc provided 
with special facilities for salesmen. A credit s>^stem makes it 
possible for toll bills to be rendered to the home office. 
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that transportation is a fundamental technical device 
of trade and that its improvement has repeatedly, 
through the history of American commerce, been re¬ 
sponsible for lessening the period of ordering ahead 
and for making it practicable to order in small units. 
Roads, canals, the river steamboat, the steam railroad, 
the inter-urban electric, the motor tnick, and the air¬ 
plane have each marked an advance in the mechanics 
of transportation. The creation of express services, the 
correlation of railways with delivery concerns, and the 
inauguration of the parcel post system have all been 
steps ahead in the organization of equipment. The 
history of each of these mechanical and organization 
changes would contribute something to a view of cur¬ 
rent trends in transportation and the probability of the 
permanency of present trade practices. Such a review, 
however, is beyond the reasonable scope of this chapter. 
Since the middle of the last century the fundamental 
means of trade transportation has been the steam rail¬ 
way. The increase in railroad efficiency during the past 
eight or nine years may therefore be discussed as illus¬ 
trative of the part which improvements in transporta¬ 
tion play in developing hand-to-mouth buying.” 

** While the development of the motor vehicle in transporta¬ 
tion has been obvious, its real competition with the railroads has 
been in carrying passengers rather than freight. It seems prob¬ 
able, however, that motor truck transport has replaced the short 
frei(^t shipments of some manufacturers, particularly those who 
have a considerable proportion of their customers within a lim¬ 
ited area. According to Professor Henry R. Trumbower (Journal 
of the Western Society of Engineers. April, 1926). the truck ton- 
miles on our public roads which might be regarded as competi¬ 
tive with the railways was, in 1926, lens than 2 per cent of railway 
freii^t ton-miles. 
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Prior to the World War there was a ten-year period 
when the program of railroad extensions and improve¬ 
ments was far below the normal rate of earlier years.** 
Upon January 1, 1918, the railroads were taken over 
by the national government for purposes of war time 
operation and were not released until February 29, 
1920. The exigencies of war use made the customary 
rehabilitations impossible, and they were returned in 
an admittedly run-down condition.** The depression of 
1921 and the first part of 1922, supplemented by the 
coal strikes and the shopmen’s strikes of the latter year, 
retarded advance. It was not until 1923 that the be¬ 
ginning of a new growth of improvement and efficiency 
became manifest among the roads. 

Since 1028 the railroads have been steadily increas¬ 
ing the speed and dependability of freight movement. 
So long as this improvement continues there will be a 
strong force working against advance ordering and 
large shipments of merchandise. .\ judgment on its 
continuation requires a brief consideration of the fac 
tors giving rise to the advances made. First, it appears 
that railroad construction since 1920 has been chiefly 
of a sort contributing to increased efficiency. During 
the eight years 1920-1927 the following increases were 
made in the various types of railway track: *’ 

*• Cunningham, W. J,, .4mencan Railroads. 1922, p. 19. 

**A story popular in railroad circles at the time was to the 
effect that someone remarked to a railroad man, " The government 
has turned back certain numbers of cars to the railroads,** to 
which the railroad man replied, ** Not numbers of cars, car 
numbers.” 

** Computed by the Bureau of Railway Economics from State¬ 
ment No. 3, Interstate Commerce Commission, Statist tea of Rail¬ 
ways in the V. S. 
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Increase in 

Percentage 


Miles 

Increase 

Miles of road . 

.. 427026 

1.8 

Second main track . 

.. 4,84961 

151> 

Third main track . 

208.58 

7.1 

Fourth main track, etc_ 

300.03 

132 

Yard track and sidings 

.. 14,161.00 

13.6 

All track . 

.. 23,789.48 

6.3 


It is clear from a consideration of these fijrnres that 
while there has Ix^eii a slight increase in miles of line^ 
the significant additions have Ikhmi in those types of 
tracks which most fully contribute to an intensive use 
of railway facilities. This is not only true of second 
and other main tracks but of yard tracks, which ac¬ 
celerate the formation and break-down of fn'ight trains, 
and of sidings, which {)ermit more rapid operation on 
single track lines. 

The operating eijuipmcnt of fh(‘ railroads has also 
lx?eii e.xpanding toward great(‘r ctficic*ncy rather than 
toward mere magnitmh*.** While liH*omotiv<‘s have* Ikhmi 
dc^diiiing in numlK'r, tin* aggregate tractive pow(*r in- 
4*reas<‘<l from 2,M4I million pounds in U.eJO to 2,606 
million pounds in 1027, an advance in tractive j>ower 
jM*r locomotive fn»m p4»und.H to |M)umU. 

Similarly the fnught carrying caj)acity has increasiMl. 
Although the actual numlM*r of freight cars hardy held 
its own in the period 1020-1027, the average* carrying 
capacity per car increased from 42.4 to 45.5 tons, and 
the total carrying capacity from 08 million tons to 
106 million tons. These physical advances have been 
supplemented by many technical improvements: new 

“Data from Interstate Comnierrc Commission. Statuftirg of 
HaUwayn in the United Staten, Btatements S and 9. 
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types of linings for boilers, new methods of firing and 
fuel control/* and improvements in construction and 
repair methods ** which have increased the operating 
distance of locomotives and the average speed attained. 

The physical changes described are reflected in an 
improved operating efficiency. There are three aspects 
of this improved (*fficiencv which are of the greatest 
importance to hand-to-mouth buying: the increased 
speed of freight service, the on-time ” schedules for 
freight, and the decline in car shortage.” Tin* increased 
speed which is being achi(‘ved is evidenced, among other 
ways, by the following record of freight train speed 
(miles per hour l>etween terminals') over a period of 
nine years: 


1920 . 

. 10.3 

1921 . 

. 115 

1922 . 

. 11.1 

1923 . 

. 10.9 

1924 . 

. 11.5 

1925 . 

. 11.8 

1926 . 

. 11.9 

1927 . 

. 12.3 

1928 . 

. 12.9 


‘•The fuel consuiui^l (j>oun«ls) per thoiisaml O. T. M. (gross 
fon-milrs) dropped from 173 in 19^ to 127 in 1928, an improve¬ 
ment of 26.6 per cent. From Interstate C'ommerce Commission, 
.\fonthly Hi of Freight and Passenger Service Operating 

Statistics? of Cla.ss I Steam liailways in the U. S.,” partly es¬ 
timated for 1920 by the Hnn'au of Railway Economics. 

“•The percentage of freight locomotives unserviceable was 24.5 
in 1920 and 16.3 in 1928. an improvement of 33.5 per cent. ibid. 

“The so-called index of railway efficiency made up of a large 
number of factors, not all of which are significant for the purpose 
in hand, has shown a steady and nipid improvement since 1923. 
The yearly average for the five years 1924-1928 (1920-1924 = 100) 
are as follows: 

1924 . 104.8 1927. 115.2 

1925 . 109.4 1928. 118.1 

1926 . 113.5 

This is a Bureau of Railway Economics index published in their 
linllt tin 47, A Review of Railway Operations in 1928,” pp. 34-35. 
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The percentage improvement for the period is 25.2. 
The freight car-miles per car-day show a similar trend 
and an improvement of 24.7 per cent during the same 
nine-year period.” 

The significance for hand-to-mouth buying in the in¬ 
creased speed of freight trains is emphasized when one 
sees the reduction of time being attained between im¬ 
portant shipping points. The most marked changes in 
these schedules have come recently. The table on page 
465, showing some of the more important changes made 
by the Santa Fe Railroad and which are reported as typi¬ 
cal, thoroughly illustrate the point." 

The tendency toward faster freight service has been 
made doubly effective by the on-time movement for 
freight trains. The “ on-time ” movement is the out¬ 
growth of a determination on the part of railroad of¬ 
ficials to give freight trains a new degree of regularity 
and dependability. While there are available no figures 
covering the Ignited States as a whole, the movement 
is well evidenced. Of the IVnnsylvania Railroad it is 
reported for example: " 

A few years ago only IfKc of Pennsylvania Railroad freight 
trains, usually those cnrr>Mng livestorks and perishables, moved 
on regular schedule. Trains ranynng all other lading were 
moved as the freight accumulated, and consequently the time 
of arrival was extremely uncertain. At that time, this was 
the general practice on American railroad.**. Now 90% of all 
Pennsylvania freight trains are operated on regular schedules, 

“Data from Interstate Commerce Commission Monthly /Re¬ 
ports of “ Freight and Passenger Serv'ice Operating Statistics of 
Class I Steam Railways in the U. 8.” 

"These data were furnished the writer by the President of the 
Atchison, Topeka and Santa Fe Railway System. 

"In a letter to the author. There are numerous examples of 
similar attainments by other roads. 
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just like passenger trains. This system has revolutionized the 
prior situationl which existed as late as 1920, when freight 


Increase in Freight Train Speed, Santa Fe Railroad 


Terminals 

Old Schedule 

Present Schedule 

Percentage 

Reduction 

Hours Minutes 

Hours Minutes 

Chicago to: 






Kansas City. . • . 

29 

30 

23 

— 

22.0 

Tulsa. 

71 

30 

41 

— 

42.7 

Wichita. 

72 

40 

42 

30 

42.7 

Hutchinson. 

46 

10 

42 

30 

7.9 

Denver. 

82 

30 

82 

30 

— 

Albuquerque.... 

101 

35 

92 

— 

9.4 

Amarillo. 

85 

40 

60 

15 

29.7 

El Paso. 

156 

— 

108 

— 

30.8 

Phoenix. 

169 

— 

152 

30 

9.8 

Los Angeles.... 

204 

15 

141 

30 

30.7 

San Francisco.. 

219 

40 

154 

30 

29.7 

Oklahoma City.. 

58 

— 

57 

40 

.6 

Fort Worth. 

75 

25 

74 

30 

1.2 

Kansas City to: 






Tulsa. 

22 

30 

16 

30 

26.6 

Wichita. 

‘23 

40 

17 

30 

26.0 

Albuc|uerque.... 

70 

50 

65 

— 

8.2 

Amanllo. 

46 

10 

34 

15 

26.8 

El Paso. 

116 

30 

81 

— 

31.3 

Phoenix. 

129 

30 

125 

30 

3.1 

Ix>8 Angeles ... 

164 

45 

115 

30 

29.9 

San Francisco.. . 

180 

10 

128 

30 

28.7 

Oklahoma City,. 

27 

30 

27 

10 

1.2 

Fort Worth. 

44 

55 

44 

30 

.9 

Denver to: 






Wichita. 

46 

40 

‘ 33 

55 

27.0 

Oklahoma City. 

70 

— 

46 

10 

34.0 

Fort Worth. 

86 

— 

62 

10 

27.7 

Dallas. 

104 

— 

81 

10 

22.0 

Houston. 

116 

30 

92 

40 

20.5 

Kansas City. ... 

62 

30 

35 

40 

42.9 

Chicago. 

104 

— 

69 

10 

33.6 

Albuquerque..., 

57 

— 

54 

10 

6.0 

El Paso. 

80 

— 

70 

10 

12.3 

Phoenix. 

117 

— 

114 

40 

2.0 

Los Angeles. ,. . 

154 

15 

115 

10 

26J$ 

San Francisco.. 

169 

40 

138 

10 

24-6 


shipped from the Middle West to the Eastern seaboard might 
be on the road one week or two weeks. 


31 
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The Santa Fe has a freight schedule between Chicago 
and San Francisco, 2,533 miles, which coiltemplates an 
eighth morning delivery. This road reports for a recent 
month that 07 per cent of its deliveries w'cre in the 
terminal on time or ahead of time and that such a 
record is typical rather than exceptional.*" The effort 
of the roads to achieve dependability is being stimulated 
by the work of Cliamlx‘rs of Commen'(\ traffic clubs, 
and other organizations which have at heart the in> 
terests of buyers in their respective cities.** The new 
certainty of freight movement has also made it possible 
to link schedules at terminals with a minimum of delay. 
Such a linking has r(*sult<‘d in a freight sp(*(Ml betw(*(‘n 
such points as New York and To]»eka or Tulsa, via 
Chicago, which is not greatly infcu'ior to (»xpress service. 

Probably no single factor in railway operation has 
l)een so significant for the* huye*r who eh>e*s not wish to 
order ahead and who buys for iiiime*eliate* nee'ds as the 


“Certain of the railroaels have, as a me‘ans of stinuiluting the‘ 
public’s interest in freight tninj«f»ortation. adoptee! a policy of 
naming their scheduled freight trains. The Pennsylvania System, 
for example, has among its so-called Limiteda Of The freight 
Train Service ” The Purple Emf>eror. between Baltimore and 
Norfolk; The Challenger, between Chicago and Cincinnati; The 
Big Smoke, between Chicago and Columbus; The Ace, between 
Pittsburgh and Eastern points. 

“The Chicago Association of ('ommerce is only one example 
of such an organization giving publicity each month to the rec¬ 
ords of the railroads operating in their territor>^ Such a report 
for a recent month takes the follow’ing form; 

Total cars merchandise shippe d .... 46,091 

On-time arrivals at destination. 42,773—9102% 

One-day-late arrivals at destination.. 3J214— 6.84% 
Two-day-latc arrivals at destination. 709— .48% 
Three-nay-late arrivals at destination 1— .04% 

Much publications for each railroad act as a constant spur upon 
punctuality. 
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improvement in the car shortage? situation.” The in¬ 
ability to get freight cars promptly has, throughout 
railroad history, been a cause necessitating advance 
ordering and delays in shipment. A remarkable im¬ 
provement has been brought about through the effective 
work of the Car Service Division of the American Rail¬ 
way Association. The activities of this agency are a 
striking example of the possible effects of group or¬ 
ganization in applying high standards to individual 
action. The average daily freight car shortage for the 
period 1J>20-1928 was as follows: ** 


1920. 

. 81.592 

1921. 

. 1,454 

1922. 

. 47.882 

1923. 

. 29.216 

1924. 

. 1,047 

1925. 

. 443 

1926. 

. 286 

1927. 

. 170 

1928. 

. 42 


consideration of this table in thi‘ light of the fact 
that there are some 2,»‘100,000 freight cars in service 
indicates that car shortage has practically disappeared 
from American railways. 

Other developing transportation agencies are being 
correlated with railroad freight sevice for further con¬ 
venience and expedition and for economy as well. This 
may be illustrated by the alignment with motor truck 
transportation, the rapid inerease in which is suggested 

” A car shortage consists of the unavailability of a car for 
loading within 24 hours of the time for which it is requisitioned 
by a shipper. 

••Data furnished by the Biin'au of Railway Kcononiirs. 
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by the following tabulation of the number of motor 
trucks and road tractors operating: “ 


1925 . 2,442,000 

1926 . 2,764,000 

1927 . 2,914,000 

1928 . 3,114,000 


While motor truck companies continue as competi¬ 
tive agencies, the railroads, either through ownership 
of equipment or through contractual arrangements with 
trucking or carloading and distributing ’’ companies, 
are using motor vehicles to supplement their steam car¬ 
rier service. Motor trucks are employed by the railroads 
to transfer freight from road to road at terminals; to 
concentrate less than carload freight for car shipment; 
to provide pick-up and store-door delivery service; * to 
replace local freight trains.** The railroads report added 
economy as well as improved service in these uses.** 
There is no doubt that the integration of transport ser- 


*As obtained from the U. S. Bureau of Public Roads. 

" In one particular form utilized by the Pennsylvania Railroad, 
this pick-up and delivery service is ba.sed upon the use of portable 
steel containers which, carried upon motor trucks, are filled at the 
shipper’s plant. They are then placed upon specially constructed 
frei^t cars; and, if the shipper wishes, delivered to the consignee’s 
door. The Pennsylvania Railroad experimented to some extent 
with portable containers as long ago as 1869. See ** The Limiteds 
of the Freight Train Service,” a Biuktin published by the Pennsyl¬ 
vania Railroad, January, 19^. 

•* For general discussion of these uses see Railway Age, Vol. 79, 
No. 24, p. 1,077; and Vol. 84. No. 25, p. 1,476. The U. S. Bureau of 
Public Roads reports, on the basis of studies in several states, that 
the principal truck activity is limited to a zone of 29 miles or leas 
{ibid., Vol. 79, No. 23, p. 1,023). Preddents of railroads operating 
in various territories report comparable distances, dnd. 

"See reference to Long Uana Railway, Age, Vol. 81, 

No. 4: Duncan, C. 8 ., " What the Motor Transport Investigation 
Has Shown,” Vol. 81, No. 17, p. 811; “ Motor Tninsportation and 
the Railways,” Vol. 84, No. 25. 
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vice involved in some of these practices goes far toward 
controlling the flow of goods through trade as it is con¬ 
trolled in the production process of a modern factory. 

The extent to which railroads are developing truck 
service is suggested in the following data: ” 

1927 1928 

Number of roads operating trucks, tractors, and 

trailers . 31 45 

Number of trucks, tractors, and trailers operated. .3300 4,902 

Number of routes and terminals served. 259 298 

Aggregate motor truck route mileage. 3321 

The significance of railway efficiency in hand-to- 

mouth buying makes it particularly important to con¬ 
sider the probable future of the trends that have been 
discussed. Will these current tendencies be continued 
into future years? Have the railways already reached 
the peak of efficiency ? While such questions defy ab¬ 
solute answers, certain observations may be made with 
some certainty. 

Considering first so important a matter as car short¬ 
age, it is evident that there is little, if anything, left to be 
done. A practical maximum of efficiency has been at¬ 
tained. The energies of the Car Service Division are al¬ 
ready being turned to heavier loading campaigns and 
other activities calculated to aid in effective transpor¬ 
tation. Moreover the dependability of the freight sched¬ 
ules of the better roads, at least for certain trains, is at 

“‘‘Motor Transportation and the Railways,” Railway Age, 
Vol. 84, No. 25. The New York Central leads (in 1928) in use of 
motor trucks, about 1,500 operating in its service. The Pennsyl¬ 
vania operates 57 motor trucks over 39 routes, aggregating 1,489 
miles and serving 586 stations. At terminals it operates 485 trucks 
besides 115 tractors and 688 trailers. 
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a point which leaves little to be accomplished. On the 
other hand, the end is certainly not yet in many aspects 
of railroad operation. Mechanical improvements i)f 
many sorts are going forward which will improve still 
further both the speed and certainty of freight move¬ 
ment. The time taken for switching and terminal oper¬ 
ations is still l)eing reduced by In'tter nu‘chanical facili¬ 
ties and better organization. Finally there are the im¬ 
provements which may be (*xpect(*(l by extcmding to the 
roads which have l)eeu lagging Indiind. the standards 
attained by the leading carriers. In this area there are 
still, in the opinion of informed railroad men, important 
advances to 1x5 made. 

The gains in transportation efticiency achieved during 
the past six or seven years, and those still anticipated, 
will be of the greatest significance in continuing and 
extending the closer correlation lx*twe(Ui buyer and 
seller—the closer integration of our specialized produc¬ 
tive units—which is of the essence of hand-to-mouth 
buying. If such improvements can kecj) in advance of 
the growth of production and 1x5 maintained through 
pericxls of exceptional business ex{)ansion and decline, 
it should, more than any other single factor, tend to 
bring a smoother flow to the movement of goods; to re¬ 
duce the sto<!ks rec|uirement.s of merchants and manu¬ 
facturers; to release for other purpo.ses capital invested 
in supplies and inventories; to make American industry 
les.s speculative and more nearly a matter of planning 
and control. 

I.eaving to one side the dianges in attitude which 
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accompany changes in price or style trends, the tenden¬ 
cies toward hand-to-mouth buying which are based on 
improvements in the mechanics of trade indicate an 
extension of the principle of the moving platform from 
individual plants to the vast workshop which we call 
i ndustry as a whole. 



BIBLIOGRAPHICAL NOTE 

In cases where charts are shown without supporting 
tables, the results of the compilations or computations 
made, whether from original data or from published 
statistics, are available at the Library of the Institute 
of Economics. In those instances where basic data were 
obtained especially for this study they also are available, 
excepting when their strictly confidential nature makes 
this impossible. 
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Advertising, 329-330 
Agents (see purchai<in(j agents 
reports) 

Agriculture (see cattle and 
calves; cotton, raw; nuv- 
chinery; silk, raw; wheat) 
Asphalt, 102 

Assortment orders, 407-408, 411- 
412 

Automobiles (see motor vehi¬ 
cles) 

Bathrooms, 456 

Baths (see (tunneled ware 
baths) 

Beef products 
shipments, flow of, 304-307 
stock burden, 243-244 
stocks, stability of, 355-357 
Br'rries, canned 
order basis for, 76-77 
orders, size of, 151-154 
Bevenige, non-alcoholie, 101, 
392 

Blankets 

orders, flow of, 289-291 
shipments, flow of. 300, 303 
Books, sales, 107, 109 
Boxes, folding. 102 
Brick, common and face 
order basis for, 62-64 
orders, unfilled, 62-64 
shipments, flow of, 62-64, 
321-323 

stock burden, 248, 250 
stocks, stability of, 353-354 
Brokers, 418-419 
Building trade 

brick, common and face, 62- 
64, 248, 250, 321-323, 353- 
354 

cement, Portland, 247-248, 
321-323, 353-355 


contracts awarded, 8, 284-288 
enameled ware baths, 33, 64- 
67, 248-250, 283-288, 321- 
323, 353-354, 363-365 
lumber, history of buying 
practices, 440-442 
oak flooring, 66-69, 248-249, 

283- 289, 321-323, 352-355, 
365-367 

pine, southern yellow, 248- 
249, 283-288, 321-323, 352- 
355 

Building contracts awarded, 8, 

284- 288 

Business education, 449-451 
Busses, motor (see motor vehi¬ 
cles) 

Butter 

shipments, flow of, 304-305, 
310-311 

stock burden, 244-246 
stocks, stability of, 355-357 

('aineras, 107, 110 
C'andy chains. 335-339 
Canned goo<ls (see jood, 
canned) 

Cards, greeting, 102 
Carloading and forwarding 
companies, 405 

Carr>'Over (see stock burden) 
Cattle and calves, 304-306 
Cement, Portland 
sliipments, flow of, 247, 321- 
3K23 

stock burden, 247-248 
stocks, stability of, 247, 353- 
355 

Chain stores, 122, 142, 194-195, 
335-339, 419 

Charges, service, 406-407, 414 
Cheese 

shipments, flow of. 304-305. 
310-311 

179 
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stock burden, 244-246 
stocks, stability of, 355^7 
Cherries, canned 
order basis for, 51, 76-77 
orders, si*e of, 154-156 
Chocolate, 392 

Church and school equipment, 
102 

Cigar chains, 335-339 
Clocks, 102 

Clothing (see also hosiery, knit 
underwear, shoes) 
order basis for, 48-50 
orders, advance, 49-50 
shipments (or sales), flow of, 
49-50, 300, 303-3(y4. 332-339 
stock burden, 235-238 
stocks, stability of, 348, 351- 
352 

Coal, bituminous, 323-324, 326 
Colleges of business, 449-451 
Companies, individual 
food canners 
Company 10, 206-207 
Company 13, 213 
Company 14, 149-150, 213 
Company 25, 146-147 
Companv 27, 51, 203-206 
Company 34, 122, 203-205 
Company 35. 51, 139-142, 

207-212, 214-217, 315-317, 
319 

Company 38, 51, 213 
Companv 42, 51, 120-122, 
143-144, 150-156, 314-317 
Company 43, 51, 156-158 
Company 44, 51, 156-158, 
213 

Company 46, 203-205 
Company 48, 120-122 
shoe manufacturers 
Company A, 36-45, 187-189 
Company B, 188-19() 
wholesde grocers 
Company 1 (Delaware), 
170-174 

Company 2, 174 
Company 3 (0)mpany C), 
174-175, 334-335 


Company 4 (Company B, 
Pennsylvania), 171-176, 
334-335 

Company 5 (Company D, 
New York), 171-177, 334- 
335 

Company 6, 174-177 
Company A (Missouri), 
170-174, 334-335 
Tennessee, 171-174 
Wisconsin, 171-174 
Consumer, 335-342, 419-420 
Copper 

shipments, flow of, 298-299 
stock burden, 229-^1 
stocks, stability of, 346-348 
Corn, canned 
order biusis for, 51, 73-74 
orders, size of, 113-131 
cumulation of sizes, 130-131 
number of orders, distribu¬ 
tion of, 114-124 
\oluruc of orders, distribu¬ 
tion of, 124-130 
shipments, flow of, 305, 313- 
316 

shipments, size of, 202-205 
stock burden, 240-241 
C'om syrup, 392 
Costs 

incidence of, 397-420 
office, 377-383, 385-387, 390 
of packing, trucking, and 
shipping, 380-383, 385-387, 
390 

of securing order, 375-377, 
381-383, 385-387, 390 
of small orders, 212, 373-396 
summary, 395-3^ 

(%)tton. finished goods 
orders, flow of, 284-288 
shipments, flow of, 300, 303, 
334-335 

stock burden, 235-238 
stocks, stability of, 348, 351- 
352 

Cotton, raw 

shipments, flow of, 300-302 
stock buracn, 254 
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stocks, stability of, 348, 350- 
352 

Cottonseed 

shipments, flow of, 325-326, 
328 

stocks, stability of, 358-360 

Defeired dating plans, 328-329, 
358, 409-410 

Delaware wholesale grocer 
(Company 1), 170-174 
Department stores 
order basis furnished by, 82- 
89 

orders, outstanding, 85-89 
orders, size of, 185-186 
sales, flow of, 87-89, 335-336, 
339-340 

shipments to, flow of, 334-335 
stock burden, 272-274 
Discounts, 406-407, 414 
Draperies, 334-335 
Drinks, soft, 101, 392 
Drugs (see also medicines) 
costs of small orders, 395 
orders, size of, 101, 177-183 
shipments (or sales), flow of, 
332-333, 335-339 
stock burden, 267-269 
l>y goods 

histoiy'’ of buying practice in, 
424-432, 439 

shipments, flow of, 332-335 
stock burden, 267 

Kggs 

shipments, flow of, 304-305, 
310-311 

stocks, stability of, 355-357 
Klectrical supplies 
costs of small orders, 395 
orders, size of, 107, 111 
selective selling of, 400-401 
Enameled ware baths 
order basis for, 64-67 
orders, flow of, 283-288 
orders, unflllcd, 33, 64-67, 
363-365 

production, stability of, 363- 
365 


shipments, flow of, 33, 64-67, 
321-323 

stock burden, 248-250 
stocks, stability of, 353-354 

Feeds, dairy and poultry, 101 
Fish, canned 
order basis for, 51 
orders, size of, 156-158, 162- 
163, 166-167 

shipments, flow of, 305, 318- 
320 

shipments, size of, 213 
stock burden, 240, 242 
Five and ten cent stores, 335- 
339 

Flooring (see oak flooring) 
Flour and meal 
costs of deliveries, 392 
shipments, flow of, 305, 308- 
309 

Food, canned (see also compa- 
nies, individual food canr 
nets) 

costs of marketing, 212, 384- 
390, 413-415 

history of buying practices, 
440, 442 

order basis for, 50-53, 72-78 
orders, flow of, 290-291 
orders, size of, 113-158, 161- 
168, 214-217 

shipments, flow of, 305, 312- 
320 

shipments, size of, 201-213 
size-of-order groups, 114, 162- 
163 

stock burden, 238-242 
volume-of-order estimates, 
125 

Food, not canned (see also cal- 
tie and callus; flour and 
meal; wheat) 

beverage, non-alcoholic, 101, 
392 

buter, 244-246, 304-305, 310- 
311,355-357 

cheese, 244-246, 304-305, 310- 
311, 355-357 
chocolate, 392 
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corn syrup, 392 
eggs, 304-^, 310-311, 355- 
357 

groceries, 102, 169-177, 267. 
269-272, 332-339, 393-395, 
416-417 

meats, 190-197, 243-244, 304- 
307, 355-357, 415-416 
milk. 305, 309-310 
poultry. 304-305. 310-311, 355- 
357 

ric‘e, 305. 308-309 
salt, 305, 312 

sugar, 246-247, 305. 312, 355- 
357 

Fruit, canned 
order basis for, 51, 76-77 
orders, size of, 146-156, 162- 
163, 167-168 

shipments, flow of, 318-319 
shipments, size of, 213 
stock burden, 240-242 
Furniture (see also stal furni¬ 
ture ) 

order basis for, 78-79 
shipments, flow of, 325-327, 
334 

stock bunh'n, 267, 269-270, 
284-288 

Gasoline 
production, 258 
shipments, flow of, 325-327 
stock burden, 258-260 
stocks, stability of, 258-2ti0. 
358-360 

Goods, flow of (s<*e shipmentj<. 
flow of) 

Groceries (see also rornponun. 
individual wholesale qro- 
cers) 

costs of small orders, 393-396, 

416-417 

orders, size of, 102, 169-177 
shipments (or sales), flow of, 
332-339 

stock burden, 267, 269-272 
Group buying, 122 


Handling charges, 406-407, 414 
Hand-to-mouth buying 
causes of, 5-11, 424-^129, 431, 
433-435. 442, 444, 446, 448- 
470 

banking system, 425, 429, 
444 

business buying attitude, 
448-449 

communication facilities, 
424, 428. 444, 446, 458- 
459 

»»ngineering ideals, 434, 444, 
446, 449-452 

overproduction, 431, 435 
prices, 425, 426-428, 442, 

444, 452-453 

styles, 433, 444, 453-458 
tariffs or other legislation, 
444 

transportation facilities, 
424, 426-429, 435. 444, 446, 
459-470 

evidences of, 424-428, 433- 
437, 445-446 

mail order buying, 428, 434, 

435, 445 

.small inventories, 425-428, 
4(13-436 

small orders and ship- 
rm nU, 426-428. 433-436. 

445, 446 

>pot buying, 425-428. 434- 

436. 445. 446 

stabilization of busint*ss. 
424, 427. 428, 433-437, 445 
future of, 447-470 
histor>' of, 423-446 
the problem, 12-25 
Haniwarc 

costs of small orders, 395 
orders, size of, 107, 110, 197- 
199 

selective selling of, 401 
shipments, flow of, 332-333, 
335 

stork burden, 266-268, 270-271 
Heels (see rubber heeh) 
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Hides, skins, and leather 
shipments, flow of, 325-326, 
328 

stocks, stability of, 358-360 
Hosiery 

merchandising policy, 237, 412 
order basis for, 45-48, 70-71 
orders, flow of, 283-288 
orders, unfilled, 70-71 
shipments, flow of, 70-71, 300, 
303-304 , 334-335 
stocks, stability of. 348, 351- 
352 

style changes, 454-455 

Insurance, life, 102-103 
Inventories (see .stocks) 

Iron and steel 

history of buying practices, 
440^41 

iron, bar, sheet, structural, 
and pipe, 296-298 
iron, merchant pig, 59-60, 232- 
233, 283-288, 296-298, 344- 
345 

iron ore, 296-298, 344-345 
iron, pig and bloom, 296-298 
order basis, conclusions, 62 
steel barrels, 61-62, 233-234, 
296-298, 344-345 
st(‘el (tastings, 283-288 
steel, fabricated stnictural, 
283-289, 296-298 
steel furniture, 283-288 
steel ingots. 368-369 
steel, rolled and finished 
products, 5il-56, 234-235, 

290-291, 296-298. 368-369 
steel sheets, 60-61, 233, 283- 
288, 296-298, 344-345 
steel, U. S. Steel Corporation, 
7-8 

Iron, bar, sheet, structural, and 
pipe, 296-298 

Iron foundry products, 102 
Iron, merchant pig 
order basis for, 59-60 
orders, flow of, 283-288 
shipments, flow of, 296-298 


stock burden, 232-233 
stocks, stability of, 344-345 
Iron ore 

shipments, flow of, 296-298 
stocks, stability of, 344-345 
Iron, pig and bloom, 296-298 

Jewelry 

orders, size of, 107, 109 
stock burden, 270-271 
Jobbers, 334-335, 411 

Kitchens, 456 
Knit underwear 
order basis for, 71-72 
orders, flow of. 283-288 
orders, unfilled, 71-72, 368 
production, stability of, 368 
shipments, flow of, 71-72, 300, 
303 

Laundry machinery, 102 
Leather (see hides, skim and 
leather) 

Lumber 

histor>' of buying practices, 
440-442 (see also oak floor- 
ing; pine, southern yellow) 

Machiner>’ 

agricultural, 107, 109, 325-326, 
329 

laundry, 102 
washing, 325-327 
Mail onier houses, 122, 185-186, 
335-336, 340-342 
Manufacturers (see purchasing 
agents; nianujacturers, one 
humired fifteen; and sepa¬ 
rate commodities) 
Manufacturers, one hundred 
fifteen 

American Manufacturers 
Amalgamated, 381-383 
costs of small orders. 374-383 
incidence of costs, 405-413 
methods of determining 
“ good siEed order, 377- 
378 

orders, siEe of, 100-112 
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Meat (see also beef and pork) 
costs of small orders, 415-416 
methods of distribution, 190- 
191 

orders, size of, 190-197 
shipments, fiow of, 304-307 
stock burden, 243-244 
stocks, stability of, 355-357 
Medicines, proprietaiy, 162-163, 
163-169 (see also drugs) 
Merchandising policy (see pol¬ 
icy) 

Metal specialties, 107, 109 
Metals (see iron and steel and 
metals, non-ferrous) 

Metals, non-ferrous 
copper, 220-231, 298-299, 346- 
348 

tin, 229-232, 298-299, 346-348 
zinc, 229-231, 298-299, 346- 
348 

Milk, fluid, 305, 309-310 
Missouri wholesale grocer 
(Company A), 170-17^, 334- 
335 

Motor vehicles 
costs of small orders, 395 
increasing importance, 460, 
467-469 

shipments, flow of, 325-327 
styles in, 456 

Musical instruments. 107, 110 
Music chain stores, 335-339 

New York wholesale grocer 
(Company 5, Company D), 
171-177, 334-335 

Oak flooring 
order basis for, 66-69 
orders, flow of, 283-289 
orders, unfilled, 68^9, 365- 
367 

production, stability of, 365- 
367 

shipments, flow of, 68-69, 249, 
321-323 

stock burden, 248-249 
stocks, stability of, 352-355 
Oils, 392 


Optical goods, 107, 109 
Orders, advance (see also order 
basis; orders, outstanding; 
and orders, unfilled) 
advantages and disadvan¬ 
tages of, 17-22, 31 
purpose of, 31 
variations in, 22-23 
Orders, assortment, 407-408, 
411-412 

Order basis (see also pre-plan¬ 
ning and individual com¬ 
modities) 
concept, 31-35 
definition of, 34-35 
for individual companies, 36- 
57 

for industries, 58-81 
furnished by buyers, 82-94 
summaries, 81, 93-94 
Orders, flow of, 14-23, 44-45, 
279-292 (see also individual 
commodities) 

method of measuring, 280-282 
relation to flow of shipments, 
282.293 
summary’, 292 

Orders, future (see order basis; 
orders, admnee, oulstandr 
ing, unfilled) 

Orders outstanding, 86-89 (see 
also order basis; orders, 
advance, unfilled) 

Orders, size of, 100-2(X) (see 
also individual commodi¬ 
ties) 

compared with size of ship¬ 
ments, 97-98, 214-217 
encouragement of small or¬ 
ders, 411-412 (see also 407- 
408) 

methods of measuring, 104- 
106 

summaries. 199-200 
Orders, unfllled (see also order 
basis: orders, advance, out¬ 
standing) 

as a measure of business ac¬ 
tivity, 32-34 
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as a measure of order basis, 
32-34 

effect on stability of produc¬ 
tion, 362-370 
Overcapacity, 10 

Packing charges for small or¬ 
ders, 406-407, 414 
Paints and varnishes, 107, 110, 
392 

Paper, 101, 392 
Peaches, canned 

order basis for, 76-77 
orders, size of, 147-148 
shipments, flow of, 318-319 
shipments, size of, 213 
stock burden, 240, 242 
Pears, canned 
order basis for, 76-78 
orders, size of, 148-151 
shipments, flow of, 318-319 
shipments, size of, 213 
stock burden, 240, 242 
Peas, canned 
order basis for, 51, 74-76 
orders, size of, 132-138 
shipments, flow of, 305, 315- 
317 

shipments, size of, 204-206 
stock burden, 239-240 
Penn^lvania wholesale grocer 
(Company 4, (Company B), 
171-176, 334-335 
Pineapple, canned, 146-147 
Pine, southern yellow 
orders, flow of, 283-288 
shipments, flow of, 321-323 
stock burden, 248-249 
stocks, stability of, 352-355 
Policy, merchandising 
canners, 52-53 

hosiery manufacturers, 237, 
412 

men’s clothing manufactur¬ 
ers, 50 

wholesalers, 52-53 
Pool cars, 405, 407 
Pork and beans, canned 290- 
291,320 


Pork products 
shipments, flow of, 304-307 
stock burden, 243-244 
stocks, stability of, 355-357 
Poultry 

shipments, flow of, 304-305, 
310-311 

stocks, stability of, 355-357 
Pre-planning (see also order 
basis) 

desirability of, 17-22 
measure of, 32, 35 
methods of, 31-32 
possibilities of, 17-22 
variations in, 22-23 
Prices, 8-9, 41, 115-116 (see 
also hand-to-mouth buy¬ 
ing, causes oj, prices) 
Production (see also individual 
commodities) 
index of, 8 

method of measuring stabil¬ 
ity, 280-282 

planning of, 16-17, 31-32 
stability of, 362-370 
summary, ^9-370 
Pumps, industrial 
order basis for, 79-81 
orders, size of, 107, 110 
orders, unfilled, 79-81 
shipments, flow of, 79-81, 325- 
326, 328 

Purchasing agents’ reports 
order basis furnished by 
manufacturers, 89-93 
stock burden of raw mate¬ 
rials held bv manufactur¬ 
ers, 261-265 

Rail^^nys (see also pool cars) 
charges for small orders, 417- 
418 

growth of and improvements 
in, 460-467 

seasonality of originating 
freight tonnage, 294-295 
seasonality of ton-miles of 
freight carried, 329-331 
Rayon, 348-350 
Refrigerators, 101 
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Regularity (see orders, produc- 
tioUf shipments, stocks) 
ResUiurants, Childs, 335*339 
Retail stores (see chain, de¬ 
partment, drug, grocery, 
hardware, jewelry, and 
shoe stores; mail order 
houses) 

Rice, 305, 308-309 
Rubber heels, 325-326, 328, 358- 
359 

Sales (see books, sales; ship¬ 
ments) 

Sales, future (see order basis; 
orders, advance, outstand¬ 
ing, unfilled) 

Salmon, canned (see fish, 
canned) 

Sidt. 305, 312 

School and church equipment, 
102 

Schools of business, 449. 451 
Seasonality (see orders, pro- 
duction, shipments, stocks) 
S<‘Iective selling, 399-401, 408- 
409, 410, 415-417 
Sf-rvice charges, 406-407, 414 
Shellac, 392 

Shipments, flow of (see also in¬ 
dividual commodities) 
compared to flow of orders, 
282, 293 

early stages of production, 
44-45, 293-331 

later stages of produiCtion, 
332-a42 

method of measuring, 280-282 
Shipments, size of, 97-98, 201- 
217 

Shoes (see also companies, in¬ 
dividual shoe manufactur¬ 
ers; rubber heels) 
histoiy of buying practices, 
433-440 

order basis for, 36-45 
orders, size of, 101, 186-190 
shipments (or sales), flow of, 
189, 335-339 


stock burden, 255-258, 267- 
268, 270-271 
style changes, 453-454 
Silk, finished gooiis, 334-335 
Silk, raw 

shipments, flow of, 300-303 
stock burden, 235-236 
stocks, stability of, 348, 350- 
351 

Size of units (see orders, ship- 
tnents, units) 

Soup. 112, 392 

“Skimming the market,” 408- 
409 

Skins (see hides, skifis, and 
leather) 

Spaghetti, canned, 290-291, 320 
Spark plugs, 102 
Stabilization, 18-22 (see also 
orders, production, ship- 
ynents, stocks) 

Steel (see iron and steel) 

Ste<‘l barrels 
order basis for, 61-62 
shipments, flow of, 296-298 
stoi k burden, 233-234 
stocks, stability of, 344-345 
Steel eastings, 283-288 
Steel, fabriratf‘d structural, 
28:1-289. 296-298 
St<*el furniture. 283-288 
Stet l ingots, 368-369 
Steel, rolled ami finished prod¬ 
ucts 

order basis for, 53-56 
orders, flow of, 290-291 
orders, unfilled, 56, 368-369 
shipments, flow of, 56, 296- 
298 

stock burden, 234-235 
St.eeI sheets 
order btusis for, 60-61 
orders, flow of. 283-288 
shipinenl.s, flow of, 296-298 
stock burden, 233 
stocks, stability of, 344-345 
Stock burden (see also individ¬ 
ual commodities) 
concept, 223-228 
conclusions, 274-276 
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iiKjthods of raeasuring, 226- 
227 

of goods for sale by mer¬ 
chants, 266-274 

of goods for sale by others 
than merchants, 2^-260 
of raw materials, 261-265 
Stock turnover (see stock bur- 
den) 

Stocks (see also individual 
commodities) 

as a measure of stock bur¬ 
den, 226 

control of, by manufacturers, 
412-413 

method of measuring stabil¬ 
ity of, 280-282 
stiibility of, 343-361 
Stores (see chain, department, 
retail, and whole sale 
stores; mail order homes) 
Stores burden of manufactur¬ 
ers, 261-265 

Styles, 433, 444, 453-458 
Sugar 

shipment.^, flow of, 305, 312 
stock burden, 246-247 
stocks, stability of, 355-357 
Supplie.s, office, 102. 107, 109 
(see also stons burden of 
manufacturers) 

Sweepers, floor, 102 

Tin 

stock burden, 229-232 
shipments, flow of, 298-299 
stocks, .stability of, 346-348 
Tires, pneumatic 
stock burden, 259-260 
shipments, flow of, 325-326, 
2 ^ 8-329 

stocks, stability of, 358-359 
Tomatoes, canned 
order basis for. 51, 75-76 
orders, siae of, 1^-145, 214- 
217 

shipments, flow of, 305, 315, 
317, 319 

shipments, size of, 206-212, 
214-217 

stock burden, 240-241 


Trade, flow of, 13-14, 280-282, 
294-295 (see also orders, 
shipments) 

Tran.sportation (see railways, 
motor vehicles) 
charges, 406-407, 414 
Trucks (see motor vehicles) 
'Pypewriter ribbons, 102 

Pnderwear (see knit tinder- 
wear) 

Units, size of, 97-99 (see also 
orders, shipments) 

Vegetables, canned. 162-166 
(see also corn, peas, totna^ 
toes) 

Varnishes and paints, 107, 110, 

392 

\V arehouses 

costs of small deliveries, 390- 

393 

deliveries, size of, 159-169 
descTiption of, 15^161 
growth in, 403-404 
rc'medv for costs of small or¬ 
ders' 402-404, 410-411 
Washing machines, 325-327 
Wheat 

shipments, flow of. 305, 307- 
308 

stock burdc'n, 251-254 
Wheels, grinding, 102 
Wholesalers 

costs of small orders, 393-395 
importance, change in, 402 
411, 419 

orders, size of, 169-183, 185- 
186, 198-199 

shipments, flow of, 332-335 
stock burden, 267-270 
Woolen dress goods, 334-335 
Wool, raw, 300-302, 392 

Zinc 

shipments, flow of, 298-299 
stock burden, 229-231 
stocks, stability of, 346-348 
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